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Page 90 

MR. RUNNER: Not a regulation? 

MR. HELLER: The Legal Department believes that 

the way that the statute's written, the Board can - the 

Board would be required to adopt a regulation in order 

to implement the provisions in that statute. 

MR. RUNNER: As we would have to or FTB would 

have to or 

MR. HELLER: The Board of - well, we believe 

that the Board of Equalization needs to adopt a document 

regulation in order to implement the terms of the -

Who's Legal? Is Legal here? Who 

I am here from the Legal 

Oh, okay. 

Certainly. 

I'm sorry, I'm new here, okay. 

and essentially, as far as we can tell, when you -

well, let me rst go - a regulation is essentially 

just a rule of general application. 

MR. RUNNER: Right. 

MR. HELLER: And, so, if the rd's going to 

basically adopt a table that every taxpayer in the State 

of Califo a that's eligible can use to determine their 
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Regulations 1807 and 1828 Page 40f10 

arguments and evidence in response. No request by a participant for further time to submit additional arguments or 

evidence will be granted without the approval of the Assistant Chief Counsel of the Appeals Division or his or her 

designee. The Appeals Division on its own initiative may also request, at or after the appeals conference, further 

submissions from any participant. 


(4) Within 90 days after the final submission authorized by subdivision (c)(3), the Appeals Division will issue a 
written Decision and Recommendation (D&R) setting forth the applicable facts and law and the conclusions of the 
Appeals Division. The Chief Counsel may allow up to 90 additional days to prepare the D&R upon request of the 
Appeals Division. Both the request and the Chief Counsel's response granting or denying the request for additional 
time must be in writing and copies provided to the petitioner, all notified jurisdictions, and the Sales and Use Tax 
Department. A copy of the D&R will be mailed to the petitioner, to all notified jurisdictions, to any other jurisdiction that 
will be substantially affected by the D&R, and to the Sales and Use Tax Department. 

(5) The petitioner or any notified jurisdiction may appeal the D&R by submitting a written request for Board 

hearing under subdivision (d)(1) within 60 days of the date of mailing of the D&R. 


(6) The petitioner, any notified jurisdiction, or the Sales and Use Tax Department may also appeal the D&R, or 
any Supplemental D&R (SD&R), by submitting a written request for reconsideration (RFR) to the Appeals Division 
before expiration of the time during which a timely request for Board hearing may be submitted, or if a Board hearing 
has been requested, prior to that hearing. If a jurisdiction or the Sales and Use Tax Department submits an RFR 
before the time for requesting a Board hearing has expired, the Appeals Division will issue an SD&R to consider the 
request, after obtaining whatever additional information or arguments from the parties that it deems appropriate. If an 
RFR is submitted after a jurisdiction has requested a Board hearing, the Appeals Division will determine whether it 
should issue an SD&R in response. A copy of the SD&R issued under this subdivision or under subdivision (c)(7) will 
be mailed to the petitioner, to all notified jurisdictions, to any other jurisdiction that will be substantially affected by the 
SD&R, and to the Sales and Use Tax Department. The petitioner or any notified jurisdiction may appeal the SD&R 
by submitting a written request for Board hearing under subdivision (d)(1) within 60 days of the date of mailing of the 
SD&R. 

(7) Whether or not an RFR is submitted, at any time prior to the time the recommendation in the D&R or prior 
SD&R is acted on by the Department as a final matter or the Board has held an oral hearing on the petition, the 
Appeals Division may issue an SD&R as it deems necessary to augment, clarify, or correct the information, analysis, 
or conclusions contained in the D&R or any prior SD&R. 

(8) If no RFR is submitted under subdivision (c)(6) or request for Board hearing under subdivision (d)(1) within 60 
days of the date of mailing of the D&R or any SD&R, the D&R or SD&R as applicable is final as to the petitioner and 
a/l notified jurisdictions unless the Appeals Division issues an SD&R under subdivision (c)(7). 

(d) REVIEW BY BOARD. 

(1) The petitioner or any notified jurisdiction may submit a written request for Board hearing if it does so to the 
Board Proceedings Division within 60 days of the date of mailing of the D&R or any SD&R. Such a request must 
state the basis for the jurisdiction's disagreement with the D&R or SD&R as applicable and include all additional 
information in its possession that supports its pOSition. 

(2) If the Board Proceedings Division receives a timely request for hearing under subdivision (d)(1), it will notify 
the Sales and Use Tax Department, the petitioner, any notified jurisdiction, any other jurisdiction that would be 
substantially affected if the petition were granted, and the taxpayer(s) whose allocations are the subject of the 
petition, that the petition for reallocation of local tax is being scheduled for a Board hearing to determine the proper 
allocation. 

(3) The Sales and Use Tax Department, the petitioner. and all jurisdictions notified of the Board hearing pursuant 
to subdivision (d)(2) are parties and may partiCipate in the Board hearing. The taxpayer is not a party to the Board 
hearing unless it chooses to actively partiCipate in the hearing process by either filing a brief or making a presentation 
at the hearing. 

(4) Briefs may be submitted for the Board hearing in accordance with California Code of Regulations, title 18, 
sections 5270 and 5271. 

(5) To the extent not inconsistent with this regulation, the hearing will be conducted in accordance with Chapter 5 
of the Board of Equalization Rules for Tax Appeals (Cal. Code Regs .• tit. 18. § 5510, et seq.). The Board will apply 
the preponderance of evidence rules set forth in subdivision (b)(2) in reaching its decision and not the burden of proof 

*** 
The proposed amendments contained in this document may not be adopted. Any revisions that are adopted may differ from this 
text. 
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Regulation 1828. PETITIONS FOR DISTRIBUTION OR REDISTRIBUTION OF TRANSACTIONS AND 
USE TAX. 

(a) DEFINITIONS. 

(1) DISTRICT TAX. "District tax" means a transaction and use tax adopted pursuant to Revenue and Taxation 
Code section 7251, et seq., or pursuant to Revenue and Taxation Code section 7285, et seq., and administered by 
the Board. 

(2) DISTRICT. "District" means any entity, including a city, county. city and county, or special taxing jurisdiction, 
which has adopted a district tax. 

(3) PETITION. "Petition" means a request or inquiry from a district for investigation of suspected improper 
distribution or nondistribution of district tax submitted in writing to the Allocation Group of the Sales and Use Tax 
Department. The petition must contain sufficient factual data to support the probability that district tax has not been 
distributed or has been erroneously distributed. Sufficient factual data should include, for each business location 
being questioned: 

(A) Taxpayer name, including owner name and fictitious business name or dba (doing business as) 
designation. 

(8) Taxpayer's permit number or a notation stating "No Permit Number." 

(C) Complete business address of the taxpayer. 

(0) Complete description of taxpayer's business activity or activities. 

(E) SpeCific reasons and evidence why the distribution or nondistribution is questioned, identifying the delivery 
location or locations of the property the sales of which are at issue. If the petition alleges that the subject transactions 
are subject to the district's use tax, evidence that the retailer is engaged in business in the district as provided in 
California Code of Regulations, title 18, section 1827, subdivision (c). 

(F) Name, title, and telephone number of the contact person. 

(G) The tax reporting periods involved. 

"Petition" also includes an appeal by a district from a notification from the Local Revenue Allocation Unit of the Sales 
and Use Tax Department that district taxes previously allocated to it were misallocated and will be reallocated. Such 
a district may object to that notification by submitting a written petition to the Allocation Group within 30 days of the 
date of mailing of the notification or within a period of extension described below. The petition must include a copy of 
the notification and specify the reason the district disputes it. If a district does not submit such a petition within 30 
days of the date of mailing of the notification, or within a period of extension. the notification of the Local Revenue 
Allocation Unit is final as to the district so notified. 

The district may request a 30-day extension to submit a written objection to a notification of misallocation from the 
Local Revenue Allocation Unit. Such a request must provide a reasonable explanation for the requestinq district's 
inability to submit its objection within 30 days and must be received by the Local Revenue Allocation Unit within 30 
days of the date of mailing of its notification. Within five days of receipt of the request, the Local Revenue Allocation 
Unit will mail notification to the district whether the request is granted or denied. If a timely request for extension is 
submitted, the time for the district to file a written objection is extended to 10 days after the mailing of the notice of 
whether the request is granted or denied. If the request is granted. the time for the district to submit a written 
objection to the notification of the Local Revenue Allocation Unit is further extended to the 60th day after the date of 
mailing of the notification of misallocation. 

(4) PETITIONER. "Petitioner" is a district that has filed a valid petition pursuant to subdivision (a)(3). 

(5) DATE OF KNOWLEDGE. Unless an earlier date is operationally documented by the Board, "date of 
knowledge" is the date on which the Allocation Group receives a valid petition. Where an error in distribution that is 
reasonably covered by the petition is confirmed based on additional facts or evidence supplied by the petitioner or 
otherwise leamed as a direct result of investigating the petition, the date of knowledge is the date on which the 
Allocation Group received the petition. 

*** 
The proposed amendments contained in this document may not be adopted. Any revisions that are adopted may differ from this 
text. 
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(6) SUBSTANTIALLY AFFECTED DISTRICT. "Substantially affected district" is a district for which the decision 
on a petition would result in a decrease to its total distribution of 5 percent or more of its average Quarterly distribution 
(generally determined with reference to the prior four calendar Quarters) or of $50,000 or more. 

(7) NOTIFIED DISTRICT. "Notified district" is a district that has been notified as a substantially affected district. 

(b) REVIEW BY ALLOCATION GROUP. 

(1) The Allocation Group will promptly acknowledge a submission intended as a petition. If the submission does 
not contain the elements identified in subdivision (a)(3). the original submission will be retumed to the submitting 
jurisdiction. The jurisdiction will have 30 days from the date of the correspondence from the Allocation Group 
requesting the missing information to make a supplemental submission. If the supplemental submission contains the 
necessary elements identified in subdivision (a)(3), then the date of receipt of the original submission will be regarded 
as the date of knowledge. In the event that a submission is not perfected within this 30 day period, it will not qualify 
as a valid petition. 

(2) The Allocation Group will review the petition and issue to the petitioner a written decision to grant or deny the 
petition. including the basis for that decision. The written decision will also note the date of knowledge. and if other 
than the date the petition was received, will include the basis for that date. A redistribution will be made if the 
preponderance of evidence, whether provided by petitioner or obtained by Board staff as part of its investigation of 
the petition. shows that there was an error in distribution. If the preponderance of evidence does not show that an 
error in distribution occurred, the petition will be denied. 

(3) If the Allocation Group does not issue a decision within six months of the date it receives a valid petition, the 
petitioner may request that the Allocation Group issue its decision without regard to the status of its investigation. 
Within 90 days of receiving such a request, the Allocation Group will issue its decision based on the information in its 
possession. 

(4) If the decision of the Allocation Group is that the asserted error in distribution did not occur and that the 
petition should be denied, in whole or in part, the petitioner may submit to the Allocation Group a written objection to 
the decision under subdivision (b)(6). 

(5) If the decision of the Allocation Group is that an error in distribution did occur, it will also mail a copy of its 
decision to any substantially affected district. Any such notified district may submit to the Allocation Group a written 
objection to the decision under subdivision (b)(6). 

(6) The petitioner or any notified district may appeal the decision of the Allocation Group by submitting a written 
objection to the Allocation Group within 30 days of the date of mailing of the Allocation Group's deCision, or within a 
period of extension authorized by subdivision (b)(910). If no such timely objection is submitted, the decision of the 
Allocation Group is final as to the petitioner and all notified districts. 

(7) If the petitioner or a notified district submits a timely written objection to the decision of the Allocation Group, 
the Allocation Group will consider the Objection and issue a written supplemental decision to grant or deny the 
objection, including the basis for that decision. A copy of the supplemental decision will be mailed to the petitioner, to 
any notified district, and to any other district that is substantially affected by the supplemental decision. 

(8) If the Allocation Group does not issue a supplemental decision within three months of the date it receives a 
written timely objection to the decision of the Allocation Group. the petitioner or any notified district may reguest that 
the Allocation Group issue its supplemental decision without regard to the status of its investigation. Within 60 days 
of receiving such a reguest. the Allocation Group will issue its supplemental decision based on the information in its 
posseSSion. 

(g~) The petitioner or any notified district may appeal the supplemental decision of the Allocation Group by 
submitting a written objection under subdivision (c)(1) within 30 days of the date of mailing of that supplemental 
deCision, or within a period of extension authorized by subdivision (b)(910). If no such timely objection is submitted, 
the supplemental decision of the Allocation Group is final as to the petitioner and all notified districts. 

(910) The petitioner or any notified district may request a 30-day extension to submit a written objection under 
subdivision (b)(6) or under subdivision (b)(g~), as applicable. Such request must provide a reasonable explanation 
for the requesting district's inability to submit its objection within 30 days, must be copied to all other districts to whom 
the Allocation Group mailed a copy of its decision or supplemental decision (to the extent known by the requesting 
district), and must be received by the Allocation Group within 30 days of the date of mailing of its decision or 
supplemental decision. Within five days of receipt of the request, the Allocation Group will mail notification to the 

*** 
The proposed amendments contained in this document may not be adopted. Any revisions that are adopted may differ from this 
text. 
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petitioner and to all notified districts whether the request is granted or denied. If a timely request for an extension is 
submitted, the time for the petitioner and any notified district to file a written objection to the decision or supplemental 
decision of the Allocation Group is extended to 10 days after the mailing of the notice of whether the request is 
granted or denied. If the request is granted, the time for the petitioner and all notified districts to submit a written 

th 
objection to the decision or supplemental decision of the Allocation Group is further extended to the 60 day after the 

date of mailing of the decision or supplemental decision. 


(c) REVIEW BY APPEALS DIVISION. 

(1) The petitioner or any notified district may appeal the supplemental decision of the Allocation Group by 
submitting a written objection to the Allocation Group within 30 days of the date of mailing of the Allocation Group's 
supplemental decision, or within a period of extension authorized by subdivision (b){910). Such an objection must 
state the basis for the objecting district's disagreement with the supplemental decision and include all additional 
information in its possession that supports its pOSition. 

(2) If a timely objection to its supplemental decision is submitted, the Allocation Group will. within 30 days of 
receipt of the objection. prepare the file and forward it to the Appeals Division. The petitioner, all notified districts, ~ 
other district that would be substantially affected if the petition were granted. and the Sales and Use Tax Department 
will thereafter be mailed notice of the appeals conference, which will generally be sent at least 45 days prior to the 
scheduled date of the conference. 

(A) Petitioner or any notified district may continue to discuss the dispute with staff of the Sales and Use Tax 
Department after the dispute is referred to the Appeals Division. If, as a result of such discussions or otherwise, the 
Sales and Use Tax Department decides the supplemental decision of the Allocation Group was incorrect or that 
further investigation should be pursued, it shall so notify the Appeals Division, the petitioner, and all notified districts. 

(B) If the Department sends notice to the Appeals Division in accordance with the subdivision (c)(2)(A) no 
later than 30 days prior to the date scheduled for the appeals conference, the Appeals Division will suspend its review 
and the dispute will be returned to the Department. The Department will thereafter issue a second supplemental 
decision, or will return the dispute to the Appeals Division along with a report of its further investigation, if appropriate, 
for the review and decision of the Appeals Division. 

(C) If the Department sends notice to the Appeals Division in accordance with subdivision (c)(2)(A) less than 
30 days prior to the date scheduled for the appeals conference, the Appeals Division will decide whether the dispute 
should be returned to the Department or remain with the Appeals Division, and notify the parties accordingly. If the 
dispute is returned to the Department, the Department will thereafter issue a second supplemental decision, or will 
return the dispute to the Appeals Division along with a report of its further investigation, if appropriate, for the review 
and decision of the Appeals Division. 

(D) Where the Department issues a second supplemental decision in accordance with subdivision (c)(2)(B) or 
(c)(2)(C), it will send a copy of the decision to the petitioner, any notified district, and any other district that is 
substantially affected by the second supplemental decision, any of whom may appeal the second supplemental 
decision by submitting a written objection under subdivision (c)(1) within 30 days of the date of mailing of that 
supplemental decision, or within a period of extension authorized by subdivision (b)(9). If no such timely objection is 
submitted, the second supplemental decision is final as to the petitioner and all notified districts. 

(3) The appeals conference is not an adversarial proceeding, but rather is an informal discussion where the 
petitioner, any notified districts who wish to participate, and the Sales and Use Tax Department have the opportunity 
to explain their respective pOSitions regarding the relevant facts and law to the Appeals Division conference holder. 
To make the conference most productive, each participant should submit all facts, law, argument, and other 
information in support of its position to the Appeals Division conference holder, and to the other participants, at least 
15 days before the date of the appeals conference; however, relevant facts and arguments will be accepted at any 
time at or before the appeals conference. If, during the appeals conference, a partiCipant requests permission to 
submit additional written arguments and documentary evidence, the conference holder may grant that participant 30 
days after the appeals conference, er 2Q says 'NitA sl:IffisieAt jl:lstifisatioA, to submit to the conference holder, with 
copies to all other participants, such additional arguments and evidence. Any other participant at the conference who 
is in opposition to the requesting participant on the issue(s) covered by the additional submission is allowed l&-30 
days to submit to the conference holder, with copies to all other participants, arguments and evidence in response. 
No request by a participant for further time to submit additional arguments or evidence will be granted without the 
approval of the Assistant Chief Counsel of the Appeals Division or his or her designee. The Appeals Division on its 
own initiative may also request, at or after the appeals conference, further submissions from any participant. 

*** 
The proposed amendments eontained in this document may not be adopted. Any revisions that are adopted may differ from this 
text. 
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(4) Within 90 days after the final submission authorized by subdivision (c)(3), the Appeals Division will issue a 
written Decision and Recommendation (D&R) setting forth the applicable facts and law and the conclusions of the 
Appeals Division. The Chief Counsel may allow up to 90 additional days to prepare the D&R upon request of the 
Appeals Division. Both the request and the Chief Counsel's response granting or denying the request for additional 
time must be in writing and copies provided to the petitioner, all notified districts, and the Sales and Use Tax 
Department. A copy of the D&R will be mailed to the petitioner, to all notified districts, to any other district that will be 
substantially affected by the D&R. and to the Sales and Use Tax Department. 

(5) The petitioner or any notified district may appeal the D&R by submitting a written request for Board hearing 

under subdivision (d)(1) within 60 days of the date of mailing of the D&R. 


(6) The petitioner, any notified district, or the Sales and Use Tax Department may also appeal the D&R, or any 
Supplemental D&R (SD&R), by submitting a written request for reconsideration (RFR) to the Appeals Division before 
expiration of the time during which a timely request for Board hearing may be submitted, or if a Board hearing has 
been requested, prior to that hearing. If a district or the Sales and Use Tax Department submits an RFR before the 
time for requesting a Board hearing has expired, the Appeals Division will issue an SD&R to consider the request, 
after obtaining whatever additional information or arguments from the parties that it deems appropriate. If an RFR is 
submitted after a district has requested a Board hearing, the Appeals Division will determine whether it should issue 
an SD&R in response. A copy of the SD&R issued under this subdivision or under subdivision (c)(7) will be mailed to 
the petitioner, to all notified districts, to any other district that will be substantially affected by the SD&R, and to the 
Sales and Use Tax Department. The petitioner or any notified district may appeal the SD&R by submitting a written 
request for Board hearing under subdivision (d)( 1) within 60 days of the date of mailing of the SD&R. 

(7) Whether or not an RFR is submitted, at any time prior to the time the recommendation in the D&R or prior 
SD&R is acted on by the Department as a final matter or the Board has held an oral hearing on the petition, the 
Appeals Division may issue an SD&R as it deems necessary to augment, clarify, or correct the information, analysis, 
or conclusions contained in the D&R or any prior SD&R. 

(8) If no RFR is submitted under subdivision (c)(6) or request for Board hearing under subdivision (d)(1) within 60 
days of the date of mailing of the D&R or any SD&R, the D&R or SD&R as applicable is final as to the petitioner and 
all notified districts unless the Appeals Division issues an SD&R under subdivision (c)(7). 

(d) REVIEW BY BOARD. 

(1) The petitioner or any notified district may submit a written request for Board hearing if it does so to the Board 
Proceedings Division within 60 days of the date of mailing of the D&R or any SD&R. Such a request must state the 
basis for the district's disagreement with the D&R or SD&R as applicable and include all additional information in its 
possession that supports its pOSition. 

(2) If the Board Proceedings Division receives a timely request for hearing under subdivision (d)(1), it will notify 
the Sales and Use Tax Department. the petitioner, any notified district. any other district that would be substantially 
affected if the petition were granted, and the taxpayer(s) whose distribution (or nondistribution) are the subject of the 
petition. that the petition for redistribution of district tax is being scheduled for a Board hearing to determine the 
proper distribution. 

(3) The Sales and Use Tax Department, the petitioner. and all districts notified of the Board hearing pursuant to 
subdivision (d)(2) are parties and may partiCipate in the Board hearing. The taxpayer is not a party to the Board 
hearing unless it chooses to actively participate in the hearing process by either filing a brief or making a presentation 
at the hearing. 

(4) Briefs may be submitted for the Board hearing in accordance with California Code of Regulations. title 18, 
sections 5270 and 5271. 

(5) To the extent not inconsistent with this regulation. the hearing will be conducted in accordance with Chapter 5 
of the Board of Equalization Rules for Tax Appeals (Cal. Code Regs .• tii. 18, § 5510. et seq.). The Board will apply 
the preponderance of evidence rules set forth in subdivision (b)(2) in reaching its decision and not the burden of proof 
rules set forth in California Code of Regulations, title 18, section 5541. The Board's final decision on a petition for 
redistribution exhausts all administrative remedies on the matter for aI/ districts. 

(e) LIMITATION PERIOD FOR REDISTRIBUTIONS. For redistributions where the date of knowledge is prior to 
January 1, 2008. the standard three-year statute of limitations is applicable, based on the date of knowledge. For 
redistributions where the date of knowledge is on or after January 1, 2008, redistributions shall not include amounts 
originally distributed earlier than two quarterly periods prior to the quarter of the date of knowledge. 

*** 
The proposed amendments contained in this document may not be adopted. Any revisions that are adopted may differ from this 
text. 
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(f) OPERATIVE DATE AND TRANSITION RULES. 

This regulation is intended to reduce the time required to decide the validity of redistribution petitions and otherwise 
improve the process for doing so. Regulation 1828 was repealed and readopted in 2008. IH&-The readopted 
regulation is intended to have a neutral impact only on the current dispute over the continuing validity of certain 
petitions that af&-were governed by prior Regulation 1828 {effective June 17, 2004}. 

(1) The operative date of this regulation as readopted in 2008 and any amendments thereto is the effective date it 
beoomes effooti¥e under Section 11343.4 of the Government Code (thirty days after it has been appro¥ed approval 
by the Office of Administrative Law and forwarded forwarding to the Secretary of State) and it there shall Aave be no 
retroactive effect. 

(2) Petitions flied prior to tho opeFative date of this rogwlation, Notwithstanding subdivision (f)(3), petitions shall be 
reviewed. appealed and decided in accordance with this regulation as to procedures occurring after that its operative 
date or that of any amendments thereto. 

ill AIIStIGR petitions filed prior to July 1. 2004 and denied by Board Management must have perfected any 
access they may have had to a Board Member hearing no later than 60 days after the September 10, 2008. operative 
date of this regulation. 

*** 

The proposed amendments contained in this document may not be adopted. Any revisions that are adopted may differ from this 

text. 




STATE OF CALIFORNIA 

BOARD OF EQUALIZATION ...,
~ ~ BOARD OF EQUALIZATION 

~ BUSINESS TAXES COMMITTEE MEETING AGENDA 
HONORABLE BETTY YEE, COMMITTEE CHAIRWOMAN 


450 N STREET, SACRAMENTO - ROOM 121 

AUGUST 23, 2011-10:00 A.M. 

1. 	 Amendments to the Cigarette and Tobacco Products Licensing Act 
Regulations 

Approval sought to begin the process with interested parties to discuss 
the need for amendments to the Cigarette and Tobacco Products 
Licensing Act'~ penalties and fines regulations, and promulgate a new 
regulation regarding cigarette and tobacco product transfers. 

2. 	 Technology Transfer Agreements - Regulation 1507 

Approval sought to conduct a study that would evaluate the feasibility 
of developing an optional percentage to reasonably estimate the fair 
market value of tangible personal property in technology transfer 
agreements involving prewritten software transferred on tangible 
storage media pursuant to subdivision (c)(10)(C) of sections 6011 and 
6012 of the Revenue and Taxation Code. 

3. 	 Proposed amendments to Regulation 1807, Petitions for Reallocation 
of Local Tax, and 1828, Petitions for Distribution or Redistribution of 
Transactions and Use Tax Filing and Processing Local Tax Petitions
Regulation 1807 

Request approval and authorization to publish proposed revisions to 
improve the local tax appeals process. 

08/23/11 
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AGENDA - August 23, 2011 Bu:»mess Taxes Committee Meeting 	 ::J 
0'Petitions for the reallocation of local and district taxes 	 ..., 
OJ 

Item 1 - for Board action - proposed 
amendments to Regulations 1807 and 
18281

• 

Infonnal Issue Paper Alternative 1 - Staff 
Recommendation 

Agenda, pages 2 - 6. 

Infonnal Issue Paper Exhibit 2 

Infonnal Issue Paper Alternative 2 -
MuniServices Recommendation 

Agenda, pages 2 -6. 

Infonnal Issue Paper Exhibit 3 

Approve and authorize publication of either: 

Amendments proposed by staff and supported by Mr. Johan Klehs and The HdL 
Companies. These revisions have a prospective application and include: 

An explanation ofthe extension request process with regard to Local Revenue • 
Allocation Unit (LRAU) notices; a provision allowing a submitting jurisdiction 30 
days to perfect their petition; a mechanism allowing the petitioner, at its option, to 
request the Allocation Group (AG) issue its supplemental decision within 60 days; and 
notification of potentially affected jurisdictions beginning at the Appeals Division 
leveL 

OR 

Amendments proposed by MuniServices. MuniServices' proposed amendments are the 
same as staffs except: 

• 	 Subdivision 1807 and 1828 (b)(8) Supplemental decision by the AG. 

MuniServices recommends that when a petitioner or notified jurisdiction 

requests the AG to issue a supplemental decision, the AG provide that decision 

within 30 days. 


• 	 Subdivisions 1807(g) and 1828(f) - Transition rule. Although MuniServices agrees 
with staff that the current proposed amendments should apply prospectively, they 
propose language different from staffs to accomplish this application. 

iii 
C/)

c:: 
CD 
'1J 
OJ 
-0 
CD..., 

S» 
(Q" CD» 
~(Q 

I Because the proposed revisions are substantially similar in both regulations, we have included only the proposed revisions to Regulation ]807 in this agenda. The full text of the o ~ ....e.proposed revisions for both Regulations 1807 and 1828 can be found in Exhibits 2 and 3. 
QSI) 
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::JAGENDA - August 23, 2011 Business Taxes Committee Meeting 
0'Petitions for the reallocation of local and district taxes 
~ 

'- A . I 
chon tern 

Regulatory Language Proposed by Staff 
(Exhibit 2) 

Regulatory Language Proposed by MuniServices 
(Exhibit 3) 

en en 
c 
CD 

Action 1 Regulation 1807. 
LOCAL TAX. 

PETITIONS FOR REALLOCATION OF IRegulation 1807. 
LOCAL TAX. 

PETITIONS FOR REALLOCATION OF 
~ 
"0 
CD..., 

1807 (a)(3)(G) (a) DEFINITIONS. [SAME LANGUAGE AS PROPOSED BY STAFF] 
(3) PETITION. 

(G) 
"Petition" also includes an appeal by a jurisdiction from a notification 
from the local Revenue Allocation Unit of the Sales and Use Tax 
Department that local taxes previously allocated to it were 
misallocated and will be reallocated. Such a jurisdiction may object 
to that notification by submitting a written petition to the Allocation 
Group within 30 days of the date of mailing of the notification.-m: 
within a period of extension described below. The petition must 
include a copy of the notification and specify the reason the 
jurisdiction disputes it. If a jurisdiction does not submit such a 
petition within 30 days of the date of mailing of the notification, or 
within a period of extension, the notification of the local Revenue 
Allocation Unit is final as to the jurisdiction so notified. 

The jurisdiction may request a 30-day extension to submit a written 
objection to a notification of misallocation from the local Revenue 
Allocation Unit Such request must provide a reasonable explanation 
for the requesting jurisdiction's inability to submit its objection within 
30 days and must be received by the local Revenue Allocation Unit 
within 30 days of the date of mailing of its notification. Within five 
days of receipt of the request. the local Revenue Allocation Unit will 
mail notification to the jurisdiction whether the request is granted or 
denied. If a timely request for an extension is submitted. the time for 
the jurisdiction to file a written objection is extended to 10 days after 
the mailing of the notice of whether the request is granted or denied. 
If the request is granted. the time for the jurisdiction to submit a 
written objection to the notification of the local Revenue Allocation 

th 
Unit is further extended to the 60 day after the date of mailing of the 
notification of misallocation. 
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(b) REVIEW BY ALLOCATION GROUP. . [SAME LANGUAGE AS PROPOSED BY STAFF]1807 
, (b)(1) 

(1) The Allocation Group will promptly acknowledge a submission 
, intended as a petition. If the submission does not contain the 


elements identified in subdivision (a}{3l, the original submission will 

be returned to the submitting jurisdiction. The jurisdiction will have 

30 days from the date of the corresl2ondence from the Allocation 

Groul2 reguesting the missing information to make a SUl2l2lemental 

submission. If the SUl2l2lemental submission contains the necessa!y 

elements identified in subdivision {a}(3l, then the date of receil2t of 

the original submission will be regarded as the date of knowledge. In 

the event that a submission is not l2erfected within this 30 day l2eriod, 

it will not gualify as a valid [,letition. 


~1807 [SAME LANGUAGE AS PROPOSED BY STAFF](6) The petitioner or any notified jurisdiction may appeal the 
decision of the Allocation Group by submitting a written objection to 

the Allocation Group within 30 days of the date of mailing of the 

Allocation Group's decision, or within a period of extension 

authorized by subdivision (bXQ10). If no such timely objection is 

submitted, the decision of the Allocation Group is final as to the 

petitioner and all notified jurisdictions. 


(b)(6) 

(8) If the Allocation GrouQ does not issue a sUQQlemental 
decision within three months of the date it receives a written timely 

(8) If the Allocation Grou[,l does not issue a su~mlemental1807 
decision within three months of the date it receives a written timely 

objection to the decision of the Allocation GroU[,l, the [,letitioner or any 


(b)(8) 
obiection to the decision of the Allocation GrouQ, the [,letitioner or any 

notified jurisdiction may reauest that the Allocation GroU[,l issue its notified iurisdiction may reguest that the Allocation Grou[,l issue its 
sUQ[,llemental decision without regard to the status of its sU[,l[,llemental decision without regard to the status of its 
investigation. Within 60 days of receiving such a reguest, the investigation. Within 30 days of receiving such a reguest, the 
Allocation Grou[,l will issue its sU[,l[,llemental decision based on the Allocation GrouQ will issue its sUQQlemental decision based on the 
information in its possession. information in its [,lossession. 

[SAME LANGUAGE AS PROPOSED BY STAFF](8,m The petitioner or any notified jurisdiction may appeal the 1807 
supplemental decision of the Allocation Group by submitting a written 

objection under subdivision (c)( 1) within 30 days of the date of 

mailing of that supplemental decision, or within a period of extension 

authorized by subdivision (b)(Q10). If no such timely objection is 

submitted, the supplemental decision of the Allocation Group is final 

as to the petitioner and all notified jurisdictions. 


(b)(9) 

_ ......._- .... _.- .......- .... _- - -- ....... ....------- .......-~ ~ 
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\J 
Q) 
'01807 I (910) The petitioner or any notified jurisdiction may request a 30- I [SAME LANGUAGE AS PROPOSED BY STAFF] 

(b)(10) 	 day extension to submit a written objection under subdivision (b)(6) 
or under subdivision (b)(Slt), as applicable. Such request must 
provide a reasonable explanation for the requesting jurisdiction's 
inability to submit its objection within 30 days, must be copied to all 
other jurisdictions to whom the Allocation Group mailed a copy of its 
decision or supplemental decision (to the extent known by the 
requesting jurisdiction), and must be received by the Allocation 
Group within 30 days of the date of mailing of its decision or 
supplemental decision. Within five days of receipt of the request, the 
Allocation Group will mail notification to the petitioner and to all 
notified jurisdictions whether the request is granted or denied. If a 
timely request for an extension is submitted, the time for the 
petitioner and any notified jurisdiction to file a written objection to the 
decision or supplemental decision of the Allocation Group is 
extended to 10 days after the mailing of the notice of whether the 
request is granted or denied. If the request is granted, the time for 
the petitioner and all notified jurisdictions to submit a written objection 
to the decision or supplemental decision of the Allocation Group is 

Ih 
further extended to the 60 day after the date of mailing of the 
decision or supplemental decision. 

(c) REVIEW BY APPEALS DIVISION. 
(c)(1) 
1807 

(1) The petitioner or any notified jurisdiction may appeal the 
supplemental decision of the Allocation Group by submitting a written 
objection to the Allocation Group within 30 days of the date of mailing 
of the Allocation Group's supplemental decision, or within a period of 
extension authorized by subdivision (b)(910). Such an objection 
must state the basis for the objecting jurisdiction's disagreement with 
the supplemental decision and include all additional information in its 
possession that supports its position. 

(J).., 

I [SAME LANGUAGE AS PROPOSED BY STAFF]. 

(2) If a timely objection to its supplemental decision is submitted, I [SAME LANGUAGE AS PROPOSED BY STAFF] 

(c)(2) the Allocation Group Will, within 30 days of receipt of the objection, 

prepare the file and forward it to the Appeals Division. The petitioner, 

all notified jurisdictions, any other jurisdiction that would be 

substantially affected if the petition were granted. and the Sales and 

Use Tax Department will thereafter be mailed notice of the appeals 
 "C 

S»conference, which will generally be sent at least 45 days prior to the CD 
scheduled date of the conference. CD» 

I~'i-~~~~----- ~~ 0 j 
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lJ 
Q)

(0) Where the Department issues a second supplemental [SAME LANGUAGE AS PROPOSED BY STAFF] "0 
(c)(2)(O) decision in accordance with subdivision (c)(2)(B) or (c){2){C), it will 

(!) ..... 
send a copy of the decision to the petitioner, any notified jurisdiction, 
and any other jurisdiction that is substantially affected by the second 
supplemental decision, any of whom may appeal the second 
supplemental decision by submitting a written objection under 
subdivision (c){1) within 30 days of the date of mailing of that 
supplemental decision, or within a period of extension authorized by 
subdivision (bX910). If no such timely objection is submitted. the 
second supplemental decision is final as to the petitioner and all 
notified jurisdictions. 

(3) The appeals conference is not an adversarial proceeding, but [SAME LANGUAGE AS PROPOSED BY STAFF]1807 
rather is an informal discussion where the petitioner. any notified 
jurisdictions who wish to participate, and the Sales and Use Tax 
Department have the opportunity to explain their respective positions 
regarding the relevant facts and law to the Appeals Division 
conference holder. To make the conference most productive, each 
participant should submit all facts. law. argument. and other 
information in support of its position to the Appeals Division 
conference holder. and to the other participants. at least 15 days 
before the date of the appeals conference; however. relevant facts 
and arguments will be accepted at any time at or before the appeals 
conference. If, during the appeals conference, a participant requests 
permission to submit additional written arguments and documentary 
evidence, the conference holder may grant that participant .t-a-30 
days after the appeals conference. or 30 days with sufficient 
justification, to submit to the conference holder, with copies to all 
other participants, such additional arguments and evidence. Any 
other participant at the conference who is in opposition to the 
requesting participant on the issue(s) covered by the additional 
submission is allowed -+a-30 days to submit to the conference holder. 
with copies to all other partiCipants. arguments and evidence in 
response. No request by a partiCipant for further time to submit 
additional arguments or evidence will be granted without the approval 
of the Assistant Chief Counsel of the Appeals Division or his or her 
designee. The Appeals Division on its own initiative may also 
request. at or after the appeals conference, further submissions from 
any participant. 

(c)(3) 

________~~====________________________L_____________________________~~~ 
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U 
Q.) 

(9) 
(g) OPERATIVE DATE AND TRANSITION RULES. 

This regulation is intended to reduce the time required to decide the 
validity of reallocation petitions and otherwise improve the process 
for doing so. Regulation 1807 was reQealed and readoQted in 2008. 
.\Hs-The readoQted regulation is intended to have a neutral impact 
only on the current dispute over the continuing validity of certain 
petitions that are were governed by prior Regulation 1807 (effective 
February 22, 2003). 

(1) The operative date of this regulation as readopted in 2008 
and any amendments thereto is the effective date it becomes 
eff.ecti'le under Section 11343.4 of the Government Code (thirty days 
after it has been appro,.'od approval by the Office of Administrative 
Law and fol\\'arded forwarding to the Secretary of State) and i:t there 
shall ruwe be no retroactive effect. 

(2) Petitions filed prior to the operative date of this ro§~lation, 
Notwithstanding subdivision (g)(3), Qetitions shall be reviewed, 
appealed and decided in accordance with this regulation as to 
procedures occurring after that its operative date or that of any 
amendments thereto. 

mAli SI::IGJ:l petitions filed prior to January 1, 2003 and denied by 
Board Management must have perfected any access they may have 
had to a Board Member hearing no later than 60 days after the 
September 10, 2008, operative date of this regulation. 

(g) OPERATIVE DATE AND TRANSITION RULES. 
(I)...., 

This regulation is intended to reduce the time required to decide the 
validity of reallocation petitions and otherwise improve the process 
for doing so. J.t.+s..This regulation is intended to have a neutral impact 
only on the current dispute over the continuing validity of certain 
petitions that afe were governed by prior Regulation 1807 (effective 
February 22, 2003). 

(1) The operative date of this regulation as amended in 2008 and 
any amendments thereto is the effective date it becomes eff.eotive 
under Section 11343.4 of the Government Code (thirty days after i:t 
has beon approved approval by the Office of Administrative Law and 
fon'/arded forwarding to the Secretary of State) and i:t there shall 
ruwe be no retroactive effect. 

(2) Petitions filed f')FioF to the ol3erati>,'e date of this ro§~lation, 
Notwithstanding subdivision (g)(3), petitions shall be reviewed, 
appealed and decided in accordance with this regulation as to 
procedures occurring after that its operative date or that of any 
amendments thereto. 

mAli SI::IGJ:l petitions filed prior to January 1, 2003 and denied by 
Board Management must have perfected any access they may have 
had to a Board Member hearing no later than 60 days after the 
September 10, 2008, operative date of this regulation. 
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Petitions for the reallocation of local and district taxes 


Issue 
Should the process for handling local and district tax petitions be changed, including amending Regulations 1807, 
Petitions for Reallocation of Local Tax, and 1828, Petitions for Distribution or Redistribution of Transactions and 
Use Tax? 

Background 
Staff's Issue Paper (http://www.boe.ca.gov/meetings/pdf/1807-1828IP.pdf) on proposed revisions to Regulations 
1807 and 1828 was presented at the April 26, 2011 Business Taxes Committee (BTC) meeting. Following 
discussion at the meeting about the process of investigating petitions, the cause of delays, and whether additional 
deadlines would resolve those delays, the Committee directed staff to develop guidelines explaining what is 
expected of all parties involved in the local tax petition process. Staff's view of these expectations is included in 
the attached report, Filing and Processing Local Tax Petitions, Exhibit 1. While developing the report, staff 
recognized the need for improvement and clarification of our processes at the Allocation Group (AG) level. 
Changes to the AG processes, including additional proposed revisions to Regulations 1807 and 1828, are 
discussed in the next section. 

The attached report was provided to several of the interested parties on August 4, 2011, along with additional 
changes to staff's revisions to Regulations 1807 and 1828. MuniServices' comments on the report and its revised 
alternative regulatory language are provided in Exhibit 3. Mr. Johan Klehs and The HdL Companies (HdL) are 
now in agreement with staff's proposed regulatory revisions. HdL's submission, including their comments on the 
non-regulatory issues presented in the staff report, are included in Exhibit 4. Mr. Klehs' comments are provided in 
Exhibit 5. Although he did not provide a submission, staff also spoke with Mr. Robert Cendejas, who indicated his 
support of staff's proposed regulatory changes. 

Discussion of the Issue 
Since the April BTC meeting, staff has been working with several of the interested parties to improve how 
petitions are reviewed, tracked, and followed up on by the AG. Staff's proposed new procedures are found under 
UFuture Improvements" in Exhibit 1 (see pages 1 and 2). Except as noted below, these procedures are intended 
for incorporation into BOE's forms and procedural manuals (e.g., the Compliance Policy and Procedures Manual, 
Audit Manual, and the AG Procedures Manual). Staff will take the comments received from MuniServices and 
HdL under consideration as the forms and manuals are revised. Staff will also continue to work with interested 
parties to get their input as the proposed form and manual changes go through the revision and approval process. 
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AG Level· Proposed regulatory changes. In addition to the revisions to Regulations 1807 and 1828 proposed 
at the April BTC meeting, staff recommends two additional revisions: 

• 	 Subdivision (b}(1) - Allow a submitting jurisdiction 30 days to provide additional information when their original 
submission does not contain the elements of a "petition" as provided in subdivision (a)(3). If the necessary 
information is provided within 30 days, the date of receipt of the original submission will be considered the 
date of knowledge. 

Staff believes this revision clarifies how staff will treat incomplete submissions, while allowing the submitting 
jurisdiction time to correct their submission without losing its date of knowledge. Interested parties did not 
note any objection to this new provision. 

• 	 Subdivision (b)(8) - Reduce the timeframes of the trigger provision at the AG supplemental decision level so 
that after three months the petitioner or notified jurisdiction may request the AG issue a supplemental 
decision. When such a request is made, the supplemental decision will be issued within 60 days. Staff's prior 
recommendation was that a petitioner or notified jurisdiction could make such a request after six months and 
the AG would issue its supplemental decision within 90 days. However, after re-evaluating the work to 
investigate petitions at this step, staff believes the shorter timeframes allow sufficient time for staff to 
investigate new facts and arguments that are frequently presented as the basis for objecting to the AG's 
previous decision. 

As noted in Alternative 2, MuniServices believes the AG supplemental decision should be issued within 30 
days. 

Exhibit 6 provides an updated overview chart of the current local tax petition process and the main revisions 
proposed by staff and interested parties. 

Appeals Division and Board Member Level. Staff does not propose any new changes to the staff 
recommendation presented at the April BTC meeting with regard to the Appeals Division and Board Proceedings 
Division processes. 

In their submission, HdL noted its continued concern regarding the undefined timeframe at the Appeals Division 
level of review. Page 2 of its submission provides in part: 

"There are currently no deadlines under Regulation 1807(c} for: 

• 	 The Appeals Division to notice a conference. 

• 	 The AG to issue a second supplemental decision should the Sales and Use Tax Department 
exercise its option under Section (c}(2)(A) to refer the case back to AG for further 
investigation. 

HdL shares the Appeals Division's desire to maintain flexibility in scheduling so as to accommodate 
the schedules and workloads of all participants involved. We have further been assured that previous 
lengthy delays were due to extenuating circumstances which are not likely to repeat. Should further 
delays occur over the next 12 to 18 months, we would appreCiate the opportunity to bring the issue 
back before the Business Taxes Committee for reconsideration." 

Mr. Klehs, representing the City of Livermore, made similar comments explaining that he reserves the right to 
come back to the Board and continue to tighten up the deadlines in the regulations if he feels that petitions are not 
proceeding through the process in a timely manner. Staff agrees that this is a reasonable approach. 

Alternatives 
Alternative 1 - Staff Recommendation 

Approve and authorize publication of staff's proposed amendments to Regulations 1807, Petitions for 
Reallocation of Local Tax, and 1828, Petitions for Distribution or Redistribution of Transactions and Use Tax (see 
Exhibit 2). Staff's proposed amendments: 

• 	 Formalize the LRAU's existing policy to give jurisdictions a 30-day extension to respond to an LRAU 
notification regarding the misallocation of local or district tax. The regulations currently provide that a 
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"petition" includes an appeal from a notification from the LRAU that taxes were misallocated and will be 
reallocated. Jurisdictions may object to that notification, submitting a written petition to the AG within 30 days 
of the date of mailing of the notification. 

• 	 Allow a submitting jurisdiction 30 days to provide additional information when their original submission does 
not contain the elements of a "petition" as provided in subdivision (a)(3). If the necessary information is 
provided within 30 days, the date of receipt of the original submission will be considered the date of 
knowledge. 

• 	 Add a provision in the AG supplemental decision process to allow the petitioner or notified jurisdiction to 
request after three months that the AG issue its supplemental decision within 60 days from receiving the 
request, with the requester understanding the limitations it may be placing on the AG's investigation and 
analysis. This provision is similar to the mechanism currently in subdivision (b)(3) with regard to the AG's 
initial decision, but with shorter timeframes. 

• 	 Provide that the AG will transfer a petition file to the Appeals Division within 30 days of receiving an objection 
to the AG's supplemental decision. 

• 	 Require the notice of an appeals conference be mailed to the petitioner, all notified jurisdictions, and any 
other jurisdiction that would be substantially affected if the petition were granted. Currently, if a petition is 
denied by the AG and the Appeals Division, a potentially affected jurisdiction will not be notified until the 
matter is scheduled for a Board hearing. 

• 	 Allow participants 30 days to provide additional information following the appeals conference, and allows the 
other participants 30 days to respond to that information. The current regulation provides participants up to 
30 days to provide additional information and gives 15 for other participants to respond. 

• 	 Clarify in subdivisions 1807(g) and 1828(f), "Operative Date and Transition Rules," that the proposed 
amendments have a prospective application. The current language in these subdivisions is specific to the 
2008 revision of the regulations. 

Pros 

• 	 By formalizing the LRAU extension procedure, jurisdictions avoid the issue of petitions technically filed late 
with the AG because the LRAU allowed additional time when the petition was filed after the 30-day deadline. 

• 	 When a submission sent to the AG does not contain the elements of "petition," jurisdictions are allowed 30 
days to provide additional information. If the necessary information is provided within 30 days, the date of 
receipt of the original submission will be considered the date of knowledge. This provision allows the 
submitting jurisdiction time to perfect its submission with a date of knowledge based on the date of receipt of 
the original submission. 

• 	 Provides the petitioner or notified jurisdiction a method to control the timeline of the AG review process by 
allowing the petitioner or notified jurisdiction to request that the AG issue its supplemental decision within 60 
days of receiving a request to issue a supplemental decision. 

• 	 Formalizes the current procedure of transferring files from the AG to the Appeals Division within 30 days. 

• 	 Brings potentially affected jurisdictions into the appeals process starting at the Appeals Division level rather 
than the current Board Hearing level. By notifying more jurisdictions at an earlier level, staff believes issues 
can be more fully discussed and possibly resolved before the Board hearing. 

• 	 Clarifies and makes consistent the time allowed to each party to submit and respond to information provided 
after the appeals conference. 

• 	 Allows adequate time for staff to fulfill its responsibility to all jurisdictions affected by its decision whether or 
not to reallocate reported local or district tax. 

• 	 The current proposed revisions would be applied prospectively. 
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Cons 

• 	 Does not limit the local tax appeals process to a timeframe for completion. 

• 	 Does not prohibit participants from submitting additional responses after the specified period for post-appeals 
conference submissions. 

Alternative 2 - MuniServices 
Approve and authorize publication of proposed amendments to Regulations 1807 and 1828 as proposed by 
MuniServices (see Exhibit 3). MuniServices' proposed amendments are the same as staffs except for the 
following: 

• 	 Subdivision 1807 and 1828 (b)(8) - Supplemental decision by the AG. MuniServices recommends 
that when a petitioner or notified jurisdiction requests the AG to issue a supplemental decision, the 
AG provide that decision within 30 days. 

• 	 Subdivisions 1807(g) and 1828(f) - Transition rule. Although MuniServices agrees with staff that the 
current proposed amendments should apply prospectively, they propose language different from 
staff's to accomplish this application. MuniServices' transition rule language refers to the regulatory 
changes in 2008 as amendments; staff's recommendation explains that in 2008 the regulations were 
repealed and readopted. 

Pros 

• 	 Requires the AG to issue its supplemental decision within 30 days instead of the 60 days proposed 
by staff. 

• 	 Addresses MuniServices' concerns with staff's proposed transition rule language. 

Cons 

• 	 The 30 day deadline may not provide for adequate review of the AG supplemental decision. Staff 
had considered a 30 day deadline to issue the supplemental decision, but concluded that 60 was 
more appropriate due to the time required to complete additional investigation and the levels of 
review involved in issuing a supplemental decision. 

• 	 Staff believes its proposed transition rule language more accurately reflects the 2008 regulatory 
changes. In 2008, the titles and entire texts of the regulations were revised. The California Code of 
Regulations indicates that the regulations were repealed and readopted in 2008. 

Recommendation 
Staff recommends the Board approve Alternative 1 to approve and authorize publication of proposed 
amendments to Regulations 1807, Petitions for Reallocation of Local Tax, and 1828, Petitions for Distribution or 
Redistribution of Transactions and Use Tax, as proposed in Exhibit 2. 

Critical Time Frames 
Implementation will begin 30 days following approval of the amended regulations by the State Office of 
Administrative Law. 

Preparation and Reviews 
Tax Policy Division, Sales and Use Tax Department 

Current as of: August 10, 2011 

Page 4 of 4 



Informal Issue Paper - Regulations 1807/1828 Exhibit 1 

Staff Report on Filing and Processing Local Tax Petitions Page 1 of 5 


Filing and Processing Local Tax Petitions 

I. 	 INTRODUCTION 

At the April 26, 2011 Business Taxes Committee meeting, the Committee directed staff to 
explain what is expected of the parties involved in the local tax petition process. 

II. 	 EXPECTATIONS AT THE ALLOCATION GROUP (AG) LEVEL 

The procedures described below include existing practices as well as new practices intended to 
make the petition process more efficient for all parties. 

A. 	 Jurisdictions are expected to file petitions that meet the requirements of Regulation 
1807(a)(3). Jurisdictions and their consultants typically submit petitions in weekly batches. 
The number of petitions submitted at one time can range from just a few to hundreds. The 
greatest number is received at quarter end, and it is not unusual for over 1,000 petitions to 
be submitted in those months. Petitions are generally submitted on BOE-549 forms: 

• 	 BOE-549-S, Claimed Incorrect Distribution of Local Tax - Short Form - used for simple 
tax reallocation questions having to do with taxpayers' business addresses or other 
less complex matters 

• 	 BOE-549-L, Claimed Incorrect Distribution of Local Tax - Long Form - used for 
complex local tax reallocation issues such as sales tax vs. use tax, place of sale, or 
other complex issues where more information is needed 

Future improvements: Currently, most petitions are filed using the short form. To speed 
up identifying and resolving simpler requests, staff plans to limit the IJse of the short form 
to Tax Area Code changes and use the long form for all other inquiries. This change will 
be added to the form instructions and updated in the AG procedures manual. 

Staff is also revising the BOE-549 forms to improve the quality of information provided with 
submitted petitions. Staff is reviewing the information requested on the long form and will 
add fields for other items that may assist in investigations. For example, a box is being 
added for the contact person's email address, since staff has found that they receive more 
timely responses when they contact taxpayers by email rather than by telephone. 

Petitions that do not meet the requirements of 1807(a)(3) will be returned to the petitioner. 
Staff proposes amending Regulation 1807 to allow the petitioner 30 days to resubmit the 
petition with additional information. If all requirements of 1807(a)(3) are met with the 
resubmitted petition, the original date of submission. will be considered the date of 
knowledge. If all requirements of 1807(a)(3) are not met within 30 days, a date of 
knowledge will be established when a petition meeting all requirements of 1807(a)(3) is 
submitted. 

After Regulation 1807 is amended, the form instructions will be revised to include a 
statement that a petition may be returned if the required information is not included. 

B. 	 Jurisdictions are expected to provide as much information as possible to support a 
reallocation. To make a reallocation, staff needs to know: the amount of the transfer, 
where the funds should be allocated to, where the funds are being allocated from, and why 

9/8/2011 
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the reallocation should be made. The AG estimates that currently 10% of petitions include 
a/l of this information along with sufficient supporting documentation that the AG can make 
a reallocation without further verification.1 An estimated 30% include all of the information, 
but still require the AG to verify information with the taxpayer.2 The remaining petitions are 
misSing information, and while they may be complete enough to be considered valid 
petitions under the provisions of Regulation 1807(a)(3), they may require substantial 
investigation by the AG. 

C. 	 Jurisdictions are expected to use the deadline trigger provIsions in 
Regulation 1807(b)(3). If after six months the petitioner believes the AG is taking too long 
to issue its decision, the petitioner should request that the AG issue its decision without 
regard to the status of its investigation. Within 90 days of receiving such a request, the 
AG will issue a decision based on the information in its possession. 

Future improvements: In the recent 1807 Issue Paper, staff proposed an identical trigger 
provision at the AG supplemental decision level. However, staff has re-evaluated this 
proposal, and now recommends reducing the time so that after three months the petitioner 
or notified jurisdiction may request the AG issue a supplemental decision. When such a 
request is made, the supplemental decision will be issued within 60 days. The 
combination of the two trigger provisions gives the petitioner and notified jurisdictions a 
mechanism to define the timeframe of the AG review process. Staff believes this is 
preferable to imposing hard deadlines at the AG level, because it provides staff the 
flexibility to investigate petitions without a strict time limit, while still allowing petitioners 
and notified jurisdictions to impose deadlines when they believe it is necessary. 

D. 	 The AG must acknowledge and review petitions timely. When petitions are received, 
the AG logs them in, sends acknowledgement letters to the petitioners, classifies the 
petitions based on difficulty, and assigns the petitions to appropriate staff based on 
classification. 

Future improvements: To improve responsiveness to petitioners, staff will begin reviewing 
petitions for completeness within 30 days of receipt. Petitions that do not meet the 
requirements of 1807(a)(3) will be returned to the petitioner as explained in section A 
above. 

In addition, while the AG staff maintains case notes for actions taken on a petition, staff 
plans to begin using general field audit form BOE-414-Z, Assignment Activity History, to 
record the status of work done (e.g., calls made, emails sent) on petitions at the AG level. 
Staff believes that using the BOE-414-Z will make it easier to respond to a petitioner's 
requests for status updates, as well as make it easier for supervisors to review how an 
investigation is progressing. 

Staff is also standardizing how the AG lead and AG supervisor review the status of 
petitions as petitions age. There will now be monthly follow-ups with staff for any aged 

1 For example, no additional verification is required for a reallocation related to a change on a taxpayer's Schedule F, 
Detailed Allocation by City of 1% Combined State and Uniform Local Sales and Use Tax, when the petition includes 
the related sales invoice or a revised schedule bearing the same signature as was on the original return. 

2 Although a reallocation petition may include a spreadsheet or other explanation of why a reallocation is warranted. 
staff must contact the taxpayer and verify that the taxpayer gave the jurisdiction or consultant the information and that 
the information is correct. 
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assignments over 180 days. The AG lead will follow up on assignments aged 180-270 
days, and the AG supervisor will follow up on assignments aged greater than 270 days. 

The AG has also reviewed its procedures for preparing and following up on information 
requests to taxpayers and is updating the AG procedure manual to formalize guidelines for 
contacting taxpayers. Cases where the taxpayer is uncooperative in providing records, or 
where investigation determines that records do not exist, will be evaluated by the AG 
auditor and discussed with the AG lead and/or AG supervisor. The auditor will then decide 
how to proceed, such as whether to deny the petition, contact the petitioner for assistance, 
forward the case to a field office for investigation, or issue a subpoena for records. 

Procedures for sending information requests to field offices have also been reviewed. 
Cases will be discussed with the AG supervisor and the petitioner will be notified prior to 
the case being referred to the field office. Referrals will include specific instructions to field 
staff for the information sought. Procedures for follow up with the field office auditor and 
the auditor's supervisor have also recently been modified. These modifications include 
shortening the follow-up time with field offices (30 days for in-state offices and 60 days for 
out-of-state offices). Staff will review these procedures periodically to determine whether 
future changes are needed. 

The current threshold for manually processing fund transfers is $50 per quarter. This 
current threshold has been in place since 1990 and was supported by Government Code 
section 13943.2 which sets the dollar amount that state agencies are not required to 
collect. Although the amount in section 13943.2 was recently raised to $500, staff 
proposes raising the threshold to $250 per quarter, to be consistent with the Local and 
District Tax thresholds and reallocation policies applied to field audits since July 2010. 
The AG estimates 5% of fund transfers processed are for amounts below $250. 

The exception to the proposed threshold would be for registration changes. In cases 
where the investigation results in a change to the taxpayer's registration, BOE's computer 
system will continue to automatically process fund transfers for periods that have been 
funded within two quarters prior to the date of the registration update regardless of 
whether the threshold was met in those quarters. 

E. 	 Taxpayers are expected to timely respond to information requests. Taxpayers are 
required to make their records available for examination by the BOE. However, taxpayers 
often place a low priority on responding to requests to provide records since local tax 
disputes only involve reallocation of reported amounts and do not result in any change to 
the taxpayer's liabilities. As explained above, when the taxpayer is uncooperative, the AG 
auditor, lead, and supervisor will determine how to proceed with the case. 

III. 	 EXPECTATIONS AT THE APPEALS DIVISION LEVEL 

The information below describes current procedures in the Appeals Division. 

A. The Appeals Division is expected to timely schedule cases for conference. When an 
AG supplemental decision is appealed, the AG forwards the file to the Appeals Division. 
The Appeals Division conference holder schedules conferences after conSidering the 
holder's workload and availability of the conference participants. For example, two 
conferences have been noticed and the conference holder anticipates noticing the 
remaining four in inventory (two of which were received in May 2011) promptly upon 
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coordinating with all participants. On average, an appeals conference is noticed within 
three and a half months (and held within 5 months) of receipt of a file that is ready for 
conference. 

The petitioners and notified jurisdictions are sent the notice of conference at least 45 days 
prior to the scheduled date of the conference. Since there is no authority in the regulation 
to grant postponements, and because there are typically numerous jurisdictions 
participating in each conference, the conference holder normally contacts the participants 
or their representatives to determine availability prior to setting the conference date. 

B. 	 The Appeals Division must timely issue a D&R. The Appeals Division holds the 
appeals conference allowing participants the opportunity to explain their respective 
positions. Participants may submit written information prior to the conference, and the 
conference holder may allow participants to submit additional information following the 
conference. The Appeals Division issues a written Decision and Recommendation (D&R) 
within 90 days after the final submission of information following the appeals conference, 
or within 180 days if additional time is approved by the Chief Counsel. Copies of the 
request to the Chief Counsel for additional time to prepare the D&R and the Chief 
Counsel's response are provided to the petitioner, notified jurisdictions, and the Sales and 
Use Tax Department (SUTD). On average, D&Rs are completed within about 120 days 
after the final submission of information. 

A copy of the D&R is sent to the petitioner, all notified jurisdictions, any other jurisdiction 
that will be substantially affected by the D&R, and the SUTD. 

C. 	 Jurisdictions must submit information timely. Appeals conference participants should 
submit all facts, law, argument, and other information in support of their position at least 15 
days before the appeals conference. If the conference holder allows a participant to 
submit additional information following the conference, the participant must submit that 
information, with copies to all other participants, within the time allowed by the regulation 
(usually 30 days). PartiCipants responding to that additional information are currently 
required to submit their response, with copies to all other participants, within 15 days (staff 
and interested parties propose changing this to 30 days). Participants may request 
additional time to submit argument and evidence; however, such requests are not granted 
unless approved by the Assistant Chief Counsel of the Appeals Division. 

IV. 	 EXPECTATIONS AT THE BOARD PROCEEDINGS DIVISION LEVEL 

The Board Proceedings Division is expected to timely schedule cases for hearing. 
Currently, when the Board Proceedings Division receives a timely request for hearing, it will 
notify the SUTD, the petitioner, any notified jurisdiction, any other jurisdiction that would be 
substantially affected if the petition were granted, and the taxpayer whose allocations are the 
subject of the petition, that the petition for reallocation is being scheduled for hearing. The 
notice of hearing is sent at least 75 days prior to the scheduled date of the hearing. Staff 
estimates that a notice of hearing is sent to all parties to the appeal about one to two months 
after the date a request for hearing is received. 

9/8/2011 

Page 4 of 5 



Informal Issue Paper - Regulations 180711828 Exhibit 1 
Staff Report on Filing and Processing Local Tax Petitions Page 50f5 

V. OTHER ISSUES 

In addition to the information discussed in the preceding sections, the Committee discussion 
included asking staff to clarify whether additional staffing was needed and to report on the 
status of the AG cases over two years old. 

Is additional staff needed? Under the current provisions of Regulation 1807 and under staff's 
proposed changes, the AG does not believe it needs additional permanent staff to address 
workload issues. The AG has recently added a Tax Technician" position and has tentatively 
been approved for an additional Associate Tax Auditor position (who will be responsible for the 
initial review of petitions and who will also work cases). 

Historical inventory data shows that the AG is catching up with the backlog of petitions. On 
June 30, 2010, the AG had 5,656 total petitions in inventory. As of June 28, 2011, the AG had 
4,174, a reduction of approximately 26%. Based on historically achieved hours per case, the 
number of petitions submitted over the last nine months, and the number of positions, it appears 
that AG staff should continue to complete more petitions than it receives. Staff estimates that if 
the number of submitted petitions remains consistent, AG staff should clear the backlog in 24 
months. Additional temporary staff might be helpful in reducing the backlog; however, staff 
notes that in the short-term, adding staff will decrease production as trainers (usually the highest 
producers) will have less time to work cases. 

The Appeals Division also believes that under the current provisions of Regulation 1807 and 
under staff's proposed changes, the Appeals Division can continue to meet its current workload 
without requesting additional staff. We note that since September 2008, of the 1,555 petitions 
(involving 542 taxpayers) in inventory, the Appeals Division has closed 1,349 petitions (involving 
522 taxpayers), including 99.8% of the Mass Appeals cases. 

With regard to the deadlines proposed by Mr. Klehs, the AG believes that if the proposed 
changes were applied immediately, the AG would likely deny hundreds of cases without full 
investigation. If the deadlines were applied prospectively (Le., only to cases filed under the new 
rules), the AG is unsure if there would be a significant increase in cases denied by the AG and 
appealed to the Appeals Division. AG staff notes, however, that current inventory would need to 
be prioritized over aged inventory to meet the new deadlines. The Appeals Division believes 
that it would need additional staff if there was a significant increase in the number of cases 
appealed to the Appeals Division. It notes, however, that adding staff will temporarily decrease 
production as current staff trains new staff. 

AG cases over 2 years old. At the April 2011 committee meeting, interested parties raised the 
issue of aged cases greater than 24 months at the AG level. At that time, there were 
approximately 1,030 petitions aged greater than 24 months pending at the AG level. Of those 
1,030, approximately 60% were related to six taxpayer accounts. Since April, AG has reduced 
the total number of petitions aged greater than 24 months by just over 5%; however, none of the 
six accounts that make up the majority of this aged inventory have been fully resolved. Before 
the August 2011 committee meeting, the AG hopes to resolve the petitions related to at least 
two of these six accounts, which will result in a substantial reduction to AG's aged inventory 
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Regulation 1807. PETITIONS FOR REALLOCATION OF LOCAL TAX. 

(a) DEFINITIONS. 

(1) LOCAL TAX. "Local tax" means a local sales and use tax adopted pursuant to Revenue and Taxation Code 

section 7200, et seq., and administered by the Board. 


(2) JURISDICTION. "Jurisdiction" means any city, county, city and county, or redevelopment agency which has 

adopted a local tax. 


(3) PETITION. "Petition" means a request or inquiry from a jurisdiction, other than a submission under Revenue 
and Taxation Code section 6066.3, for investigation of suspected misallocation of local tax submitted in writing to the 
Allocation Group of the Sales and Use Tax Department. The petition must contain sufficient factual data to support 
the probability that local tax has been erroneously allocated and distributed. Sufficient factual data should include, for 
each business location being questioned: 

(A) Taxpayer name, including owner name and fictitious business name or dba (doing business as) 
designation. 

(8) Taxpayer's permit number or a notation stating "No Permit Number." 

(C) Complete business address of the taxpayer. 

(D) Complete description of taxpayer's business activity or activities. 

(E) Specific reasons and evidence why the taxpayer's allocation is questioned. If the petition alleges that a 
misallocation occurred because a sale location is unregistered, evidence that the questioned location is a selling 
location or that it is a place of business as defined by California Code of Regulations, title 18, section 1802. If the 
petition alleges that a misallocation occurred because the tax for a sale shipped from an out-of-state location was 
actually sales tax and not use tax, evidence that there was participation in the sale by an in-state office of the retailer 
and that title to the goods passed to the purchaser inside California. 

(F) Name, title, and telephone number of the contact person. 

(G) The tax reporting periods involved. 

"Petition" also includes an appeal by a jurisdiction from a notification from the Local Revenue Allocation Unit of the 
Sales and Use Tax Department that local taxes previously allocated to it were misallocated and will be reallocated. 
Such a jurisdiction may object to that notification by submitting a written petition to the Allocation Group within 30 
days of the date of mailing of the notification or within a period of extension described below. The petition must 
include a copy of the notification and specify the reason the jurisdiction disputes it. If a jurisdiction does not submit 
such a petition within 30 days of the date of mailing of the notification, or within a period of extension, the notification 
of the Local Revenue Allocation Unit is final as to the jurisdiction so notified. 

The jurisdiction may request a 30-day extension to submit a written objection to a notification of misallocation from 
the Local Revenue Allocation Unit. Such request must provide a reasonable explanation for the requesting 
jurisdiction's inability to submit its objection within 30 days and must be received by the Local Revenue Allocation 
Unit within 30 days of the date of mailing of its notification. Within five days of receipt of the request. the Local 
Revenue Allocation Unit will mail notification to the jurisdiction whether the request is granted or denied. If a timely 
request for an extension is submitted, the time for the jurisdiction to file a written objection is extended to 10 days 
after the mailing of the notice of whether the request is granted or denied. If the request is qranted, the time for the 
jurisdiction to submit a written objection to the notification of the Local Revenue Allocation Unit is further extended to 

lfi 
the 60 day after the date of mailing of the notification of misallocation. 

(4) PETITIONER. "Petitioner" is a jurisdiction that has filed a valid petition pursuant to subdivision (a)(3). 

(5) DATE OF KNOWLEDGE. Unless an earlier date is operationally documented by the Board, "date of 
knowledge" is the date on which the Allocation Group receives a valid petition. Where a misallocation that is 
reasonably covered by the petition is confirmed based on additional facts or evidence supplied by the petitioner or 
otherwise learned as a direct result of investigating the petition, the date of knowledge is the date on which the 
Allocation Group received the petition. 

(6) SUBSTANTIALLY AFFECTED JURISDICTION. "Substantially affected jurisdiction" is a jurisdiction for which 
the decision on a petition would result in a decrease to its total allocation of 5 percent or more of its average quarterly 
allocation (generally determined with reference to the prior four calendar quarters) or of $50,000 or more, and 
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includes a jurisdiction whose allocation will be decreased solely as the result of a reallocation from the statewide and 
applicable countywide pools. 

(7) NOTIFIED JURISDICTION. "Notified jurisdiction" is a jurisdiction that has been notified as a substantially 
affected jurisdiction. 

(b) REVIEW BY ALLOCATION GROUP. 

(1) The Allocation Group will promptly acknowledge a submission intended as a petition. If the submission does 
not contain the elements identified in subdivision (aX3), the original submission will be returned to the submitting 
jurisdiction. The jurisdiction will have 30 days from the date of the correspondence from the Allocation Group 
requesting the missing information to make a supplemental submission. If the supplemental submission contains the 
necessary elements identified in subdivision (a)(3), then the date of receipt of the onginal submission will be regarded 
as the date of knowledqe. In the event that a submission is not perfected within this 30 day period, it will not qualify 
as a valid petition. 

(2) The Allocation Group will review the petition and issue to the petitioner a written decision to grant or deny the 
petition, including the basis for that decision. The written decision will also note the date of knowledge, and if other 
than the date the petition was received, will include the basis for that date. A reallocation will be made if the 
preponderance of evidence, whether provided by petitioner or obtained by Board staff as part of its investigation of 
the petition, shows that there was a misallocation. If the preponderance of evidence does not show that a 
misallocation occurred, the petition will be denied. 

(3) If the Allocation Group does not issue a decision within six months of the date it receives a valid petition, the 
petitioner may request that the Allocation Group issue its decision without regard to the status of its investigation. 
Within 90 days of receiving such a request. the Allocation Group will issue its decision based on the information in its 
possession. 

(4) If the decision of the Allocation Group is that the asserted misallocation did not occur and that the petition 
should be denied, in whole or in part, the petitioner may submit to the Allocation Group a written objection to the 
decision under subdivision (b)(6). 

(5) If the decision of the Allocation Group is that a misallocation did occur, it will also mail a copy of its decision to 
any substantially affected jurisdiction. Any such notified jurisdiction may submit to the Allocation Group a written 
objection to the decision under subdivision (b)(6). 

(6) The petitioner or any notified jurisdiction may appeal the decision of the Allocation Group by submitting a 
written objection to the Allocation Group within 30 days of the date of mailing of the Allocation Group's decision, or 
within a period of extension authorized by subdivision (b)(91Q). If no such timely objection is submitted, the decision 
of the Allocation Group is final as to the petitioner and all notified jurisdictions. 

(7) If the petitioner or a notified jurisdiction submits a timely written objection to the decision of the Allocation 
Group, the Allocation Group will consider the objection and issue a written supplemental decision to grant or deny the 
objection, including the basis for that decision. A copy of the supplemental decision will bemailedtothepetitioner.to 
any notified jurisdiction, and to any other jurisdiction that is substantially affected by the supplemental decision. 

(8) If the Allocation Group does not issue a supplemental decision within three months of the date it receives a 
written timely objection to the decision of the Allocation Group, the petitioner or any notified jurisdiction may request 
that the Allocation Group issue its supplemental decision without regard to the status of its investigation. Within 60 
days of receiving such a request, the Allocation Group will issue its supplemental decision based on the information 
in its possession. 

(8iD The petitioner or any notified jurisdiction may appeal the supplemental decision of the Allocation Group by 
submitting a written objection under subdivision (c)( 1) within 30 days of the date of mailing of that supplemental 
deCision, or within a period of extension authorized by subdivision (b)(910). If no such timely objection is submitted, 
the supplemental decision of the Allocation Group is final as to the petitioner and all notified jurisdictions. 

(910) The petitioner or any notified jurisdiction may request a 3~-day extension to submit a written objection under 
subdivision (b)(6) or under subdivision (b)(89), as applicable. Such request must provide a reasonable explanation 
for the requesting jurisdiction's inability to submit its objection within 30 days, must be copied to all other jurisdictions 
to whom the Allocation Group mailed a copy of its decision or supplemental decision (to the extent known by the 
requesting jurisdiction), and must be received by the Allocation Group within 30 days of the date of mailing of its 
decision or supplemental decision. Within five days of receipt of the request, the Allocation Group will mail 
notification to the petitioner and to all notified jurisdictions whether the request is granted or denied. If a timely 
request for an extension is submitted, the time for the petitioner and any notified jurisdiction to file a written objection 
to the decision or supplemental decision of the Allocation Group is extended to 10 days after the mailing of the notice 
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of whether the request is granted or denied. If the request is granted, the time for the petitioner and aU notified 

jurisdictions to submit a written objection to the decision or supplemental decision of the Allocation Group is further 


th 
extended to the 60 day after the date of mailing of the decision or supplemental decision. 

(c) REVIEW BY APPEALS DIVISION. 

(1) The petitioner or any notified jurisdiction may appeal the supplemental decision of the Allocation Group by 
submitting a written objection to the Allocation Group within 30 days of the date of mailing of the Allocation Group's 
supplemental decision, or within a period of extension authorized by subdivision (b)(Q10). Such an objection must 
state the basis for the objecting jurisdiction's disagreement with the supplemental decision and include all additional 
information in its possession that supports its position. 

(2) If a timely objection to its supplemental decision is submitted, the Allocation Group will, within 30 days of 

receipt of the objection. prepare the file and forward it to the Appeals Division. The petitioner, all notified jurisdictions, 

any other jurisdiction that would be substantially affected if the petition were granted. and the Sales and Use Tax 

Department will thereafter be mailed notice of the appeals conference, which will generally be sent at least 45 days 

prior to the scheduled date of the conference. 


(A) Petitioner or any notified jurisdiction may continue to discuss the dispute with staff of the Sales and Use 
Tax Department after the dispute is referred to the Appeals Division. If, as a result of such discussions or otherwise, 
the Sales and Use Tax Department decides the supplemental decision of the Allocation Group was incorrect or that 
further investigation should be pursued, it shall so notify the Appeals Division, the petitioner, and all notified 
jurisdictions. 

(B) If the Department sends notice to the Appeals Division in accordance with the subdivision (c)(2)(A) no 
later than 30 days prior to the date scheduled for the appeals conference, the Appeals Division will suspend its review 
and the dispute will be returned to the Department. The Department will thereafter issue a second supplemental 
decision, or will return the dispute to the Appeals Division along with a report of its further investigation, if appropriate, 
for the review and decision of the Appeals Division. 

(C) If the Department sends notice to the Appeals Division in accordance with subdivision (c)(2)(A) less than 
30 days prior to the date scheduled for the appeals conference, the Appeals Division will decide whether the dispute 
should be returned to the Department or remain with the Appeals Division, and notify the parties accordingly. If the 
dispute is returned to the Department, the Department will thereafter issue a second supplemental decision, or will 
return the dispute to the Appeals Division along with a report of its further investigation, if appropriate, for the review 
and decision of the Appeals Division. 

(D) Where the Department issues a second supplemental decision in accordance with subdivision (c)(2)(8) or 
(c)(2)(C), it will send a copy of the decision to the petitioner, any notified jurisdiction, and any other jurisdiction that is 
substantially affected by the second supplemental decision, any of whom may appeal the second supplemental 
decision by submitting a written objection under subdivision (c)(1) within 30 days of the date of mailing of that 
supplemental decision, or within a period of extension authorized by subdivision (b)(Q10). If no such timely objection 
is submitted, the second supplemental decision is final as to the petitioner and all notified jurisdictions. 

(3) The appeals conference is not an adversarial proceeding, but rather is an informal discussion where the 
petitioner, any notified jurisdictions who wish to participate, and the Sales and Use Tax Department have the 
opportunity to explain their respective positions regarding the relevant facts and law to the Appeals Division 
conference holder. To make the conference most productive, each participant should submit all facts, law, argument, 
and other information in support of its position to the Appeals Division conference holder, and to the other 
participants, at least 15 days before the date of the appeals conference; however, relevant facts and arguments will 
be accepted at any time at or before the appeals conference. If, during the appeals conference, a participant 
requests permission to submit additional written arguments and documentary evidence, the conference holder may 
grant that participant .t.5-30 days after the appeals conference, or 30 days with sl;lfficiant jl;lsiificatioA, to submit to the 
conference holder, with copies to all other participants, such additional arguments and evidence. Any other 
participant at the conference who is in opposition to the requesting participant on the issue(s) covered by the 
additional submission is allowed .t.5-~days to submit to the conference holder, with copies to all other participants, 
arguments and evidence in response. No request by a participant for further time to submit additional arguments or 
evidence will be granted without the approval of the Assistant Chief Counsel of the Appeals Division or his or her 
designee. The Appeals Division on its own initiative may also request, at or after the appeals conference, further 
submissions from any participant. 

(4) Within 90 days after the final submission authorized by subdivision (c)(3), the Appeals Division will issue a 
written Decision and Recommendation (D&R) setting forth the applicable facts and law and the conclusions of the 
Appeals Division. The Chief Counsel may allow up to 90 additional days to prepare the D&R upon request of the 
Appeals Division. 80th the request and the Chief Counsel's response granting or denying the request for additional 
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time must be in writing and copies provided to the petitioner, all notified jurisdictions, and the Sales and Use Tax 

Department. A copy of the D&R will be mailed to the petitioner, to all notified jurisdictions, to any other jurisdiction that 

will be substantially affected by the D&R, and to the Sales and Use Tax Department. 


(5) The petitioner or any notified jurisdiction may appeal the D&R by submitting a written request for Board 

hearing under subdivision (d)(1) within 60 days of the date of mailing of the D&R. 


(6) The petitioner, any notified jurisdiction, or the Sales and Use Tax Department may also appeal the D&R, or 
any Supplemental D&R (SD&R), by submitting a written request for reconsideration (RFR) to the Appeals Division 
before expiration of the time during which a timely request for Board hearing may be submitted, or if a Board hearing 
has been requested, prior to that hearing. If a jurisdiction or the Sales and Use Tax Department submits an RFR 
before the time for requesting a Board hearing has expired, the Appeals Division will issue an SD&R to consider the 
request, after obtaining whatever additional information or arguments from the parties that it deems appropriate. If an 
RFR is submitted after a jurisdiction has requested a Board hearing, the Appeals Division will determine whether it 
should issue an SD&R in response. A copy of the SD&R issued under this subdivision or under subdivision (c)(7) will 
be mailed to the petitioner, to all notified jurisdictions, to any other jurisdiction that will be substantially affected by the 
SD&R, and to the Sales and Use Tax Department. The petitioner or any notified jurisdiction may appeal the SD&R 
by submitting a written request for Board hearing under subdivision (d)(1) within 60 days of the date of mailing of the 
SD&R. 

(7) Whether or not an RFR is submitted, at any time prior to the time the recommendation in the D&R or prior 
SD&R is acted on by the Department as a final matter or the Board has held an oral hearing on the petition, the 
Appeals Division may issue an SD&R as it deems necessary to augment, clarify, or correct the information, analysis, 
or conclusions contained in the D&R or any prior SD&R. 

(8) If no RFR is submitted under subdivision (c)(6) or request for Board hearing under subdivision (d)(1) within 60 
days of the date of mailing of the D&R or any SD&R, the D&R or SD&R as applicable is final as to the petitioner and 
all notified jurisdictions unless the Appeals Division issues an SD&R under subdivision (c)(7). 

(d) REVIEW BY BOARD. 

(1) The petitioner or any notified jurisdiction may submit a written request for Board hearing if it does so to the 
Board Proceedings Division within 60 days of the date of mailing of the D&R or any SD&R. Such a request must 
state the basis for the jurisdiction's disagreement with the D&R or SD&R as applicable and include all additional 
information in its possession that supports its position. 

(2) If the Board Proceedings Division receives a timely request for hearing under subdivision (d)(1), it will notify 
the Sales and Use Tax Department, the petitioner, any notified jurisdiction, any other jurisdiction that would be 
substantially affected if the petition were granted, and the taxpayer(s) whose allocations are the subject of the 
petition, that the petition for reallocation of local tax is being scheduled for a Board hearing to determine the proper 
allocation. 

(3) The Sales and Use Tax Department, the petitioner, and all jurisdictions notified of the Board hearing pursuant 
to subdivision (d)(2) are parties and may participate in the Board hearing. The taxpayer is not a party to the Board 
hearing unless it chooses to actively participate in the hearing process by either filing a brief or making a presentation 
at the hearing. 

(4) Briefs may be submitted for the Board hearing in accordance with California Code of Regulations, title 18, 
sections 5270 and 5271. 

(5) To the extent not inconsistent with this regulation, the hearing will be conducted in accordance with Chapter 5 
of the Board of Equalization Rules for Tax Appeals (Cal. Code Regs., tit. 18, § 5510, et seq.). The Board will apply 
the preponderance of evidence rules set forth in subdivision (b)(2) in reaching its decision and not the burden of proof 
rules set forth in California Code of Regulations, title 18, section 5541. The Board's final decision on a petition for 
reallocation exhausts all administrative remedies on the matter for all jurisdictions. 

(e) LIMITATION PERIOD FOR REDISTRIBUTIONS. Redistributions shall not include amounts originally distributed 
earlier than two quarterly periods prior to the quarter of the date of knowledge. 

(f) APPLICATION TO SECTION 6066.3 INQUIRIES. The procedures set forth herein for submitting a petition for 
reallocation of local tax are separate from those applicable to a submission under Revenue and Taxation Code 
section 6066.3. If a petition under the procedures set forth herein and a submission under section 6066.3 are both 
filed for the same alleged improper distribution, only the earliest submission will be processed, with the date of 
knowledge established under the procedures applicable to that earliest submission. However, the procedures set 
forth in subdivisions (b), (c), and (d) also apply to appeals from reallocation determinations made under section 
6066.3. 
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To Interested Parties: 

Notice of Proposed Regulatory Action 

by the 


State Board of Equalization 


Proposed to Amendments to California Code of Regulations, Title 18, Section 1807, 
Petitions for Reallocation ofLocal Tax, and 

Section 1828, Petitions for Distribution or Redistribution of 

Transactions and Use Tax 

NOTICE IS HEREBY GIVEN 

The State Board of Equalization (Board), pursuant to the authority vested in it by Revenue and 
Taxation Code (RTC) section 7051, proposes to adopt amendments to California Code of 
Regulations, title 18, sections (Regulations) 1807, Petitions for Reallocation ofLocal Tax, and 
1828, Petitions for Distribution or Redistribution of Transactions and Use Tax. Regulation 
1807 prescribes the procedures the Board follows when reviewing a request or inquiry (petition) 
from a jurisdiction, other than a submission under RTC section 6066.3, for investigation of 
suspected misallocation of local sales and use tax under the Bradley-Burns Uniform Local Sales 
and Use Tax Law (RTC § 7200 et seq.). Regulation 1828 prescribes similar procedures the 
Board follows when reviewing a district's petition for investigation of suspected improper 
distribution or nondistribution of district transactions (sales) and use tax under the Transactions 
and Use Tax Law (RTC §7251 et seq.), The proposed amendments to Regulations 1807 and 
1828 improve the review processes by: (1) allowing a jurisdiction or district to request a 30-day 
extension to submit its written objection to a notification ofmisallocation; (2) allowing a 
jurisdiction or district to perfect an incomplete petition within 30 days after the date of 
correspondence from the Allocation Group in the Board's Sales and Use Tax Department 
notifying the jurisdiction or district that its petition is incomplete; (3) allowing a jurisdiction or 
district to request that the Allocation Group issue its supplemental decision on a petition within 
60 days after receiving such request and based upon the information in the Allocation Group's 
possession if the Allocation Group does not issue its supplemental decision within three months 
after receiving a timely written objection to its original decision; (4) requiring the Allocation 
Group to forward the petition file to the Appeals Division in the Board's Legal Department 

Item F2 
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within 30 days after receiving an objection to its supplemental decision regarding a petition; (5) 
requiring a notice of appeals conference regarding a petition to be mailed to every jurisdiction or 
district that may be substantially affected by the Appeals Division's recommendation to grant 
that petition; and (6) authorizing appeals conference holders in the Appeals Division to grant a 
jurisdiction or district 30 days, instead of 15 days, to submit additional arguments and evidence 
after an appeals conference, and automatically granting opposing jurisdictions or districts 30 
days, instead of 15 days, to file responses to post-conference submissions. The proposed 
amendments to Regulations 1807 and 1828 also clarify that the Board repealed the 2002 versions 
of the regulations and adopted new versions of the regulations in 2008, clarify the effect of the 
adoption of the 2008 regulations on petitions filed prior to January 1, 2003, and clarify that the 
2008 regulations and the proposed 2011 amendments to the 2008 regulations apply to procedures 
occurring after their effective dates. The amendments are not retroactive. 

PUBLIC HEARING 

The Board will conduct a meeting in Room 121, at 450 N Street, Sacramento, California, on 
November 15-17, 2011. The Board will provide notice of the meeting to any person who 
requests that notice in writing and make the notice, including the specific agenda for the meeting, 
available on the Board's Website at www.boe.ca.gov at least 10 days in advance of the meeting. 

A public hearing regarding the proposed regulatory action will be held at 9:30 a.m. or as soon 
thereafter as the matter may be heard on November 15, 16, or 17,2011. At the hearing, any 
interested person may present or submit oral or written statements, arguments, or contentions 
regarding the adoption of the proposed amendments to Regulations 1807 and 1828. 

AUTHORITY 

Regulations 1807 and 1828: RTC section 7051. 

REFERENCE 

Regulation 1807: RTC sections 7209 and 7223. 

Regulation 1828: RTC section 7270. 

INFORMATIVE DIGESTIPOLICY STATEMENT OVERVIEW 

Current Law 

Counties are authorized to adopt local sales and use tax ordinances in accordance with the 
provisions of the Bradley-Bums Uniform Local Sales and Use Tax Law (RTC § 7201), and all of 
California's counties have adopted ordinances under the terms of this law. Cities are authorized 
to adopt local sales and use tax ordinances in accordance with the Bradley-Bums Uniform Local 
Sales and Use Tax Law, and when a city adopts such an ordinance the city's tax is credited 

http:www.boe.ca.gov
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against its county's local sales and use tax. (RTC § 7202, subd. (h». Also, redevelopment 
agencies were authorized to adopt sales and use tax ordinances in accordance with the provisions 
ofthe Bradley-Burns Uniform Local Sales and Use Tax Law, prior to January 1,1994, and there 
are still some redevelopment agencies' local sales and use taxes in effect. (RTC §§ 7202.6 and 
7202.8.) A county's local sales and use tax ordinance may provide a credit for a redevelopment 
agency's local sales and use tax. (RTC § 7202.5.) 

The ordinance imposing a county's or city's local sales and use tax must include provisions 
identical to those of the Sales and Use Tax Law (RTC § 6001 et seq.) with certain exceptions, 
which include the rate of tax and the substitution of the name of the county or city as the taxing 
agency in place ofthe state. (RTC §§ 7202 and 7203.) Also, each county, city, and 
redevelopment agency is required to contract with the Board to have the Board perform all the 
functions related to the administration and operation of its local sales and use tax ordinance in 
conjunction with the Board's administration of the Sales and Use Tax Law. (RTC §§ 7202, 
subds. (d) and (h)(4), and 7204.3.) 

The Board is required to periodically transmit local sales and use taxes to the cities, counties, 
cities and counties, and redevelopment agencies (jurisdictions) for which they were collected. 
(RTC § 7204.) The Board may redistribute local taxes when there is an error (RTC §7209) and 
Regulation 1807 prescribes the procedures that apply when a jurisdiction files a petition 
requesting that the Board investigate a suspected misallocation oflocal sales and use tax. 

In addition, districts (cities, counties, cities and counties, and other governmental entities) are 
authorized to adopt district transactions (sales) and use tax ordinances in accordance with the 
Transactions and Use Tax Law. The ordinance imposing a district transactions and use tax must 
include provisions identical to those ofthe Sales and Use Tax Law with certain exceptions, 
which include the rate of tax and the substitution of the name of the district as the taxing agency 
in place of the state. (RTC §§ 7261 and 7262.) Also, each district is required to contract with 
the Board to have the Board perform all the functions related to the administration and operation 
of its district transactions and use tax ordinance in conjunction with the Board's administration 
of the Sales and Use Tax Law. (RTC § 7270.) 

The Board is required to periodically transmit transactions and use taxes to the districts for which 
they were collected. (RTC § 7271.) The Board may redistribute local taxes when there is an 
error (RTC § 7269) and Regulation 1828 prescribes the procedures that apply when a district 
files a petition requesting that the Board investigate a suspected improper distribution or 
nondistribution of district transactions and use tax. 

Proposed Amendments to Regulations 1807 and 1828 

Regulations 1807 and 1828 were originally adopted in 2002. The original 2002 versions of 
Regulations 1807 and 1828 were repealed and new versions ofRegulations 1807 and 1828 were 
adopted in 2008 in order to streamline the Board's review ofjurisdictions' petitions requesting 
that the Board investigate suspected misallocations of local sales and use tax and districts' 
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petitions requesting that the Board investigate suspected improper distributions or 
nondistributions of district transactions and use tax. During the Board's September 15,2010, 
Business Taxes Committee meeting, Mr. Johan Klehs presented his suggestions to further 
improve the review processes prescribed by Regulations 1807 and 1828, as adopted in 2008, and 
the Board directed its staff to meet with interested parties to discuss Mr. Klehs' suggestions. 

Board staff subsequently met with the interested parties on January 6,2011, and February 17, 
2011, to discuss Mr. Klehs' suggestions and other interested parties' suggestions for improving 
the review processes prescribed by Regulations 1807 and 1828. Then, Board staff prepared 
Formal Issue Paper 11-004, which set forth Board staffs, Mr. Klehs' and the HdL Companies', 
and MuniServices, LLC's alternative recommendations on how to best amend Regulations 1807 
and 1828 to improve their review processes, and submitted the formal issue paper to the Board 
for consideration at its April 26, 2011, Business Taxes Committee meeting. However, the Board 
did not vote on staffs, Mr. Klehs' and the HdL Companies', and MuniServices, LLC's 
alternative recommendations at the end of the Apri126, 2011, Business Taxes Committee 
meeting due to the overall lack of agreement between staff and the interested parties, and among 
the interested parties. Instead, the Board directed staff to develop guidelines explaining what is 
expected of all the parties involved in the review processes prescribed by Regulations 1807 and 
1828 and to continue to work with the interested parties to see if staff and the interested parties 
could agree on how to best amend Regulations 1807 and 1828. 

As a result, Board staff prepared a report, which set forth the expectations of all the parties 
participating in the Regulation 1807 and Regulation 1828 review processes, and provided the 
report and Board staffs revised recommendation regarding how to best amend Regulations 1807 
and 1828 to the interested parties on August 4, 2011. Board staffs revised recommendation 
recommended that both regulations be amended to: (1) allow a jurisdiction or district to request a 
30-day extension to submit its written objection to a notification ofmisallocation; (2) allow a 
jurisdiction or district to perfect an incomplete petition within 30 days after the date of 
correspondence from the Allocation Group in the Board's Sales and Use Tax Department 
notifying the jurisdiction or district that its petition is incomplete; (3) allow a jurisdiction or 
district to request that the Allocation Group issue its supplemental decision on a petition within 
60 days after receiving such request and based upon the information in the Allocation Group's 
possession if the Allocation Group does not issue its supplemental decision within three months 
after receiving a timely written objection to its original decision; (4) require the Allocation 
Group to forward the petition file to the Appeals Division in the Board's Legal Department 
within 30 days after receiving an objection to its supplemental decision regarding a petition; and 
(5) require a notice of appeals conference regarding a petition to be mailed to every jurisdiction 
or district that may be substantially affected by the Appeals Division's recommendation to grant 
that petition; and (6) authorize appeals conference holders in the Appeals Division to grant a 
jurisdiction or district 30 days, instead of 15 days, to submit additional arguments and evidence 
after an appeals conference, and automatically grant opposing jurisdictions or districts 30 days, 
instead of 15 days, to file responses to post-conference submissions. Board staffs revised 
recommendation also recommended that both regulations be amended to clarify that the Board 
repealed the 2002 versions ofthe regulations and adopted new versions of the regulations in 
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2008, clarify the effect of the adoption of the 2008 regulations on petitions filed prior to January 
1,2003, and clarify that the 2008 regulations and the proposed 2011 amendments to the 2008 
regulations apply to procedures occurring after their effective dates and are not retroactive. 

Mr. Kelhs and the HdL Companies indicated that they agreed with Board staffs revised 
recommendation; however, MuniServices, LLC, requested two changes to staffs revised 
recommendation. First, MuniServices, LLC, suggested that the amendments to Regulations 
1807 and 1828 allow a jurisdiction or district to request that the Board's Allocation Group issue 
its supplemental decision within 30 days, instead of60 days, after receiving such request. 
Second, MuniServices, LLC, suggested that the transition rules in Regulation 1807, subdivision 
(g), and Regulation 1828, subdivision (t), be revised to indicate that Regulations 1807 and 1828 
were amended, rather than repealed and readopted, in 2008. However, Board staff did not agree 
with MuniServices, LLC's suggested changes. Therefore, Board staff prepared an Informal 
Issue Paper dated August 10,2011, containing Board staff's revised recommendation for how to 
best amend Regulations 1807 and 1828 and MuniServices, LLC's alternative to staffs revised 
recommendation, and submitted it to the Board for consideration during its August 23,2011, 
Business Taxes Committee meeting. 

During the August 23, 2011, Business Taxes Committee Meeting, Mr. Klehs expressed his 
support for Board staffs revised recommendation, Ms. Robin Sturdivant expressed the HdL 
Companies' support for staff's revised recommendation, and Ms. Christy Bouma expressed 
MuniServices, LLC's opinion that the amendments contained in staff's revised recommendation 
will improve Regulation 1807's and Regulation 1828's review processes. In addition, the Board 
agreed with Board staffs revised recommendation to amend Regulation 1807, subdivision (g), 
and Regulation 1828, subdivision (t), to indicate that the regulations were repealed and 
readopted in 2008 because the amendments are consistent with the actual 2008 events and the 
regulations' history notes in the California Code ofRegulations. However, the Board noted that 
the Board's website incorrectly indicated that both regulations were substantially "amended" in 
2008, not repealed and readopted, and that the language on the Board's website likely led to 
MuniServices, LLC's concerns about Board's staffs recommended amendments to Regulation 
1807, subdivision (g), and Regulation 1828, subdivision (t), and the Board directed staff to 
correct the Board's website. Therefore, at the conclusion of the August 23,2011, Business 
Taxes Committee meeting, the Board unanimously voted to authorize staff to begin the formal 
rulemaking process to adopt the amendments to Regulations 1807 and 1828 contained in staffs 
revised recommendation, as set forth in the Informal Issue Paper dated August 10, 2011. The 
objective of the proposed amendments is to improve Regulation 1807's and Regulation 1828's 
processes for reviewing jurisdictions' petitions requesting that the Board investigate suspected 
misallocations of local tax and districts' petitions requesting that the Board investigate suspected 
improper distributions or nondistributions ofdistrict tax. 

There are no comparable federal regulations or statutes to Regulations 1807 and 1828. 
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NO MANDATE ON LOCAL AGENCIES AND SCHOOL DISTRICTS 

The Board has detennined that the adoption of the proposed amendments to Regulations 1807 
and 1828 will not impose a mandate on local agencies or school districts, including a mandate 
that is required to be reimbursed under part 7 (commencing with section 17500) ofdivision 4 of 
title 2 of the Government Code. 

NO COST OR SAVINGS TO STATE AGENCIES, LOCAL AGENCIES, AND SCHOOL 
DISTRICTS 

The Board has determined that the adoption of the proposed amendments to Regulations 1807 
and 1828 will result in no direct or indirect cost or savings to any state agency, any cost to local 
agencies or school districts that is required to be reimbursed under part 7 (commencing with 
section 17500) ofdivision 4 oftitle 2 of the Government Code, other non-discretionary cost or 
savings imposed on local agencies, or cost or savings in federal funding to the State of 
California. 

NO SIGNIFICANT STATEWIDE ADVERSE ECONOMIC IMPACT DIRECTLY 
AFFECTING BUSINESS 

The adoption of the proposed amendments to Regulations 1807 and 1828 will improve the 
Board's processes for reviewing jurisdictions' petitions for the investigation of suspected 
misallocations oflocal sales and use tax and districts' petitions for investigation of suspected 
improper distributions or nondistributions ofdistrict transactions and use tax, without imposing 
any new requirements on the businesses that report and pay such taxes. Therefore, the Board has 
made an initial determination that the adoption of the proposed amendments to Regulations 1807 
and 1828 will not have a significant, statewide adverse economic impact directly affecting 
business, including the ability of California businesses to compete with businesses in other 
states. 

The adoption of the proposed amendments to Regulations 1807 and 1828 may affect small 
business. 

NO COST IMPACTS TO PRIVATE PERSONS OR BUSINESSES 

The Board is not aware ofany cost impacts that a representative private person or business 
would necessarily incur in reasonable compliance with the proposed action. 

RESULTS OF THE ASSESSMENT REQUIRED BY GOVERNMENT CODE SECTION 
11346.3, SUBDIVISION (b) 

The Board has determined that the adoption of the proposed amendments to Regulation 1807 and 
1828 will neither create nor eliminate jobs in the State of California nor result in the elimination 
of existing businesses nor create or expand business in the State of California. 
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NO SIGNIFICANT EFFECT ON HOUSING COSTS 

Adoption of the proposed amendments to Regulations 1807 and 1828 will not have a significant 
effect on housing costs. 

DETERMINATION REGARDING ALTERNATIVES 

The Board must determine that no reasonable alternative considered by it or that has been 
otherwise identified and brought to its attention would be more effective in carrying out the 
purpose for which this action is proposed, or be as effective as and less burdensome to affected 
private persons than the proposed action. 

CONTACT PERSONS 

Questions regarding the substance ofthe proposed amendments should be directed to Bradley M. 
Heller, Tax Counsel IV, by telephone at (916) 323-3091, bye-mail at 
Bradley.Heller@boe.ca.gov, or by mail at State Board of Equalization, Attn: Bradley M. Heller, 
MIC:82, 450 N Street, P.O. Box 942879, Sacramento, CA 94279-0082. 

Written comments for the Board's consideration, notice of intent to present testimony or 
witnesses at the public hearing, and inquiries concerning the proposed administrative action 
should be directed to Mr. Rick Bennion, Regulations Coordinator, by telephone at (916) 445
2130, by fax at (916) 324-3984 , bye-mail at Richard.Bennion(2l{boe.ca.gov, or by mail at State 
Board of Equalization, Attn: Rick Bennion, MIC:80, 450 N Street, P.O. Box 942879, 
Sacramento, CA 94279-0080. 

WRITTEN COMMENT PERIOD 

The written comment period ends at 9:30 a.m. on November 15, 2011, or as soon thereafter as 
the Board begins the public hearing regarding the proposed amendments to Regulations 1807 
and 1828 during the November 15-17, 2011, Board meeting. Written comments received by Mr. 
Rick Bennion at the postal address, email address, or fax number provided above, prior to the 
close ofthe written comment period, will be presented to the Board and the Board will consider 
the statements, arguments, and/or contentions contained in those written comments before the 
Board decides whether to adopt the proposed amendments to Regulations 1807 and 1828. The 
Board will only consider written comments received by that time. 

AVAILABILITY OF INITIAL STATEMENT OF REASONS AND TEXT OF 
PROPOSED AMENDMENTS 

The Board has prepared underlined and strikeout versions of the text ofRegulations 1807 and 
1828 illustrating the express terms of the proposed amendments and an initial statement of 
reasons for the adoption of the proposed amendments. These documents and all the information 
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on which the proposed amendments are based are available to the public upon request. The 
rulemaking file is available for public inspection at 450 N Street, Sacramento, California. The 
express terms of the proposed amendments to Regulations 1807 and 1828, and the initial 
statement of reasons are also available on the Board's Website at H'wlv.boe.ca.gov. 

SUBSTANTIALLY RELATED CHANGES PURSUANT TO GOVERNMENT CODE 
SECTION 11346.8 

The Board may adopt the proposed amendments to Regulations 1807 and 1828 with changes that 
are nonsubstantial or solely grammatical in nature, or sufficiently related to the original proposed 
text that the public was adequately placed on notice that the changes could result from the 
originally proposed regulatory action. If a sufficiently related change is made to the proposed 
amendments to Regulation 1807 or Regulation 1828, the Board will make the full text of the 
resulting regulation, with the change clearly indicated, available to the public for at least 15 days 
before adoption. The text of the resulting regulation will be mailed to those interested parties 
who commented on the original proposed amendments orally or in writing or who asked to be 
informed of such changes. The text of the resulting regulation will also be available to the public 
from Mr. Bennion. The Board will consider written comments on the resulting regulation that 
are received prior to adoption. 

AVAILABILITY OF FINAL STATEMENT OF REASONS 

If the Board adopts the proposed amendments to Regulations 1807 and 1828, the Board will 
prepare a Final Statement of Reasons, which will be made available for inspection at 450 N 
Street, Sacramento, California, and available on the Board's Website at "YvHw.boe.ca.gov. 

Sincerely, 

il(J~q.t2/Jc/kJ 

Diane G. Olson, Chief 
Board Proceedings Division 

DGO:reb 
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Initial Statement of Reasons 

Adoption of Proposed Amendments to 


California Code of Regulations, Title 18, Section 1807, 


Petitions for Reallocation ofLocal Tax, and 


Section 1828, Petitions for Distribution or Redistribution of 


Transactions and Use Tax 


SPECIFIC PURPOSE AND NECESSITY 

Current Law· 

Counties are authorized to adopt local sales and use tax ordinances in accordance with the 
provisions of the Bradley-Burns Uniform Local Sales and Use Tax Law (Rev. & Tax. 
Code (RTC) § 7200 et seq.), and all of California's counties have adopted ordinances 
under the terms of this law. (RTC § 7201.) Cities are authorized to adopt local sales and 
use tax ordinances in accordance with the Bradley-Bums Uniform Local Sales and Use 
Tax Law, and when a city adopts such an ordinance the city's tax is credited against its 
county's local sales and use tax. (RTC § 7202, subd. (h». Also, redevelopment agencies 
were authorized to adopt sales and use tax ordinances in accordance with the provisions 
of the Bradley-Bums Uniform Local Sales and Use Tax Law, prior to January 1, 1994, 
and there are still some redevelopment agencies' local sales and use taxes in effect. 
(RTC §§ 7202.6 and 7202.8.) A county's local sales and use tax ordinance may provide 
a credit for a redevelopment agency's local sales and use tax. (RTC § 7202.5.) 

The ordinance imposing a county's or city's local sales and use tax must include 
provisions identical to those of the Sales and Use Tax Law (RTC § 6001 et seq.) with 
certain exceptions, which include the rate of tax and the substitution of the name of the 
county or city as the taxing agency in place of the state. (RTC §§ 7202 and 7203.) Also, 
each county, city, and redevelopment agency is required to contract with the State Board 
of Equalization (Board) to have the Board perform all the functions related to the 
administration and operation of its local sales and use tax ordinance in conjunction with 
the Board's administration ofthe Sales and Use Tax Law. (RTC §§ 7202, subds. (d) and 
(h)(4), and 7204.3.) 

The Board is required to periodically transmit local sales and use taxes to the cities, 
counties, cities and counties, and redevelopment agencies (jurisdictions) for which they 
were collected. (RTC § 7204.) The Board may redistribute local taxes when there is an 
error (RTC §7209) and California Code of Regulations, title 18, section (Regulation) 
1807, Petitions for Reallocation ofLocal Tax, prescribes the procedures that apply when 
a jurisdiction files a petition requesting that the Board investigate a suspected 
misallocation of local sales and use tax. 



In addition, districts (cities, counties, cities and counties, and other governmental entities) 
are authorized to adopt district transactions (sales) and use tax ordinances in accordance 
with the Transactions and Use Tax Law (RTC §7251 et seq.). The ordinance imposing a 
district transactions and use tax must include provisions identical to those of the Sales 
and Use Tax Law (RTC § 6001 et seq.) with certain exceptions, which include the rate of 
tax and the substitution of the name of the district as the taxing agency in place of the 
state. (RTC §§ 7261 and 7262.) Also, each district is required to contract with the Board 
to have the Board perform all the functions related to the administration and operation of 
its district transactions and use tax ordinance in conjunction with the Board's 
administration of the Sales and Use Tax Law. (RTC § 7270.) 

The Board is required to periodically transmit transactions and use taxes to the districts 
for which they were collected. (RTC § 7271.) The Board may redistribute local taxes 
when there is an error (RTC §7269) and Regulation 1828, Petitions for Distribution or 
Redistribution of Transactions and Use Tax, prescribes the procedures that apply when a 
district files a petition requesting that the Board investigate a suspected improper 
distribution or nondistribution of district transactions and use tax. 

Proposed Amendments to Regulations 1807 and 1828 

Regulations 1807 and 1828 were originally adopted in 2002. The original 2002 versions 
ofRegulations 1807 and 1828 were repealed and new versions ofRegulations 1807 and 
1828 were adopted in 2008 in order to streamline the Board's review ofjurisdictions' 
petitions requesting that the Board investigate suspected misallocations oflocal sales and 
use tax and districts' petitions requesting that the Board investigate suspected improper 
distributions or nondistributions ofdistrict transactions and use tax. During the Board's 
September 15, 2010, Business Taxes Committee meeting, Mr. lohan Klehs presented his 
suggestions to further improve the review processes prescribed by Regulations 1807 and 
1828, as adopted in 2008, and the Board directed its staff to meet with interested parties 
to discuss Mr. Klehs' suggestions. 

Board staff subsequently met with the interested parties on 1anuary 6, 2011, and February 
17, 2011, to discuss Mr. Klehs' suggestions and other interested parties' suggestions for 
improving the review processes prescribed by Regulations 1807 and 1828. Then, Board 
staff prepared Formal Issue Paper 11-004, which set forth Board staff's, Mr. Klehs' and 
the HdL Companies', and MuniServices, LLC's alternative recommendations on how to 
best amend Regulations 1807 and 1828 to improve their review processes, and submitted 
the formal issue paper to the Board for consideration at its April 26, 2011, Business 
Taxes Committee meeting. However, the Board did not vote on stairs, Mr. Klehs' and 
the HdL Companies', and MuniServices, LLC's alternative recommendations at the end 
of the April 26, 2011, Business Taxes Committee meeting due to the overall lack of 
agreement between staff and the interested parties, and among the interested parties. 
Instead, the Board directed staff to develop guidelines explaining what is expected ofall 
the parties involved in the review processes prescribed by Regulations 1807 and 1828 
and to continue to work with the interested parties to see if staff and the interested parties 
could agree on how to best amend Regulations 1807 and 1828. 
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As a result, Board staff prepared a report, which set forth the expectations of all the 
parties participating in the Regulation 1807 and Regulation 1828 review processes, and 
provided the report and Board staff's revised recommendation regarding how to best 
amend Regulations 1807 and 1828 to the interested parties on August 4, 2011. Board 
staff's revised recommendation recommended that both regulations be amended to: (1) 
allow a jurisdiction or district to request a 30-day extension to submit its written 
objection to a notification ofmisallocation; (2) allow a jurisdiction or district to perfect 
an incomplete petition within 30 days after the date of correspondence from the 
Allocation Group in the Board's Sales and Use Tax Department notifying the jurisdiction 
or district that its petition is incomplete; (3) allow a jurisdiction or district to request that 
the Allocation Group issue its supplemental decision on a petition within 60 days after 
receiving such request and based upon the information in the Allocation Group's 
possession if the Allocation Group does not issue its supplemental decision within three 
months after receiving a timely written objection to its original decision; (4) require the 
Allocation Group to forward the petition file to the Appeals Division in the Board's Legal 
Department within 30 days after receiving an objection to its supplemental decision 
regarding a petition; (5) require a notice of appeals conference regarding a petition to be 
mailed to every jurisdiction or district that may be substantially affected by the Appeals 
Division's recommendation to grant that petition; and (6) authorize appeals conference 
holders in the Appeals Division to grant a jurisdiction or district 30 days, instead of 15 
days, to submit additional arguments and evidence after an appeals conference, and 
automatically grant opposing jurisdictions or districts 30 days, instead of 15 days, to file 
responses to post-conference submissions. Board staff's revised recommendation also 
recommended that both regulations be amended to clarify that the Board repealed the 
2002 versions of the regulations and adopted new versions of the regulations in 2008, 
clarify the effect of the adoption of the 2008 regulations on petitions filed prior to 
January 1, 2003, and clarify that the 2008 regulations and the proposed 2011 amendments 
to the 2008 regulations apply to procedures occurring after their effective dates and are 
not retroactive. 

Mr. Klehs and the HdL Companies indicated that they agreed with Board staff's revised 
recommendation; however, MuniServices, LLC, requested two changes to staff's revised 
recommendation. First, MuniServices, LLC, suggested that the amendments to 
Regulations 1807 and 1828 allow a jurisdiction or district to request that the Board's 
Allocation Group issue its supplemental decision within 30 days, instead of 60 days, after 
receiving such request. Second, MuniServices, LLC, suggested that the transition rules in 
Regulation 1807, subdivision (g), and Regulation 1828, subdivision (t), be revised to 
indicate that Regulations 1807 and 1828 were amended, rather than repealed and 
readopted, in 2008. However, Board staff did not agree with MuniServices, LLC's 
suggested changes. Therefore, Board staff prepared an Informal Issue Paper dated 
August 10,2011, containing Board staff's revised recommendation for how to best 
amend Regulations 1807 and 1828 and MuniServices, LLC's alternative to staff's revised 
recommendation, and submitted it to the Board for consideration during its August 23, 
2011, Business Taxes Committee meeting. 

During the August 23,2011, Business Taxes Committee Meeting, Mr. Klehs expressed 
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his support for Board staffs revised recommendation, Ms. Robin Sturdivant expressed 
the HdL Companies' support for staffs revised recommendation, and Ms. Christy Bouma 
expressed MuniServices, LLC's opinion that the amendments contained in staffs revised 
recommendation will improve Regulation 1807's and Regulation 1828's review 
processes. In addition, the Board agreed with Board staffs revised recommendation to 
amend Regulation 1807, subdivision (g), and Regulation 1828, subdivision (t), to indicate 
that the regulations were repealed and readopted in 2008 because the amendments are 
consistent with the actual 2008 events and the regulations' history notes in the California 
Code of Regulations. However, the Board noted that the Board's website incorrectly 
indicated that both regulations were substantially "amended" in 2008, not repealed and 
readopted, and that the language on the Board's website likely led to MuniServices, 
LLC's concerns about Board's staffs recommended amendments to Regulation 1807, 
subdivision (g), and Regulation 1828, subdivision (t), and the Board directed staff to 
correct the Board's website. 

At the conclusion of the August 23, 2011, Business Taxes Committee meeting, the Board 
agreed with Board staff, Mr. Klehs, the HdL Companies, and MuniServices, LLC that the 
amendments to Regulations 1807 and 1828 set forth in staff s revised recommendation 
improved the review processes prescribed by both regulations and that the amendments 
were reasonably necessary for the specific purpose of improving the Board's 
administration of local sales and use taxes and district transactions and use taxes. 
Therefore, the Board unanimously voted to authorize staff to begin the formal rulemaking 
process to adopt the amendments to Regulations 1807 and 1828 contained in staffs 
revised recommendation, as set forth in the Informal Issue Paper dated August 10, 2011. 

There are no comparable federal regulations or statutes to Regulations 1807 and 1828. 

DOCUMENTS RELIED UPON 

The Board relied upon Formal Issue Paper 11-004, the Informal Issue Paper dated August 
10, 2011, the exhibits to the formal issue paper and informal issue paper, and comments 
made during the Board's discussion of the formal issue paper and informal issue paper 
during its April 26, 2011, and August 23,2011, Business Taxes Committee meetings, 
respectively, in deciding to propose the amendments to Regulations 1807 and 1828 
described above. 

ALTERNA TIVES CONSIDERED 

The Board considered four alternatives to the proposed amendments to Regulations 1807 
and 1828 during its April 26, 2011, Business Taxes Committee meeting, which are 
described in detail in Formal Issue Paper 11-004. Alternative 1 was recommended by 
Board staff, alternative 2 was recommended by Mr. Klehs and supported by the HdL 
Companies, and alternatives 3 and 4 were recommended by MuniServices, LLC. 

All four alternatives recommended that Regulations 1807 and 1828 be amended to: (l) 
allow a jurisdiction or district to request a 30-day extension to submit its written 
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objection to a notification ofmisallocation; (2) require the Allocation Group to forward 
the petition file to the Appeals Division in the Board's Legal Department within 30 days 
after receiving an objection to its supplemental decision regarding a petition; (3) require a 
notice of appeals conference regarding a petition to be mailed to every jurisdiction or 
district that may be substantially affected by the Appeals Division's recommendation to 
grant that petition; and (4) authorize appeals conference holders in the Appeals Division 
to grant a jurisdiction or district 30 days, instead of 15 days, to submit additional 
arguments and evidence after an appeals conference, and automatically grant opposing 
jurisdictions or districts 30 days, instead of 15 days, to file responses to post-conference 
submissions. Therefore, all of these amendments were included in staffs revised 
recommendation in the Informal Issue Paper dated August 10, 2011, and the Board voted 
to propose these amendments to Regulations 1807 and 1828 at the conclusion of its 
August 23, 2011, Business Taxes Committee meeting. 

Alternative 1 recommended that the Board amend Regulations 1807 and 1828 to allow a 
jurisdiction or district to request that the Allocation Group issue its supplemental decision 
on a petition within 90 days after receiving such request and based upon the information 
in the Allocation Group's possession ifthe Allocation Group does not issue its 
supplemental decision within six months after receiving a timely written object to its 
original decision. Alternatives 2 recommend that the Board amend Regulations 1807 and 
1828 to require the Allocation Group to consider an objection to its original decision on a 
petition and issue a supplemental decision on the petition within 90 days. Alternatives 3 
and 4 recommended that the Board amend the regulations to require that the Allocation 
Group complete any supplemental investigation within 90 days after the Allocation 
Group receives an objection to its original decision on a petition and then meet and 
confer with the parties. Alternatives 3 and 4 also recommended that the amendments to 
both regulations allow a jurisdiction or district to request, any time after the parties meet 
and confer, that the Allocation Group issue its supplemental decision on a petition within 
30 days after receiving such request and based upon the information in the Allocation 
Group's possession. The similar procedures embodied in the four alternatives regarding 
the issuance of supplemental decisions were combined into staffs revised 
recommendation in the Informal Issue Paper dated August 10, 2011, that both regulations 
be amended to allow a jurisdiction or district to request that the Allocation Group issue 
its supplemental decision on a petition within 60 days after receiving such request and 
based upon the information in the Allocation Group's possession if the Allocation Group 
does not issue its supplemental decision within three months after receiving a timely 
written object to its original decision. The interested parties subsequently concurred with 
staffs revised recommendation, except that MuniServices, LLC, recommend that staff 
change 60 days to 30 days. The Board voted to propose the amendments to Regulations 
1 807 and 1828 set forth in staffs revised recommendation because, in some cases, the 
Allocation Group does need 60 days to prepare its supplemental decisions. 

Alternative 1 also recommended that the Board amend the transition rules in Regulation 
1807, subdivision (g), and Regulation 1828, subdivision (f), to clarify that the 2002 
versions of the regulations were repealed and new versions of the regulations were 
adopted in 2008, clarify the effect ofthe adoption of the 2008 regulations on petitions 
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filed prior to January 1, 2003, and clarify that the 2008 regulations and the proposed 2011 
amendments to the regulations apply to procedures occurring after their effective dates 
and are not retroactive. Alternative 3 recommended that the Board adopt Regulations 
1807.1 and 1828.1 containing the provisions ofRegulations 1807 and 1828 as 
recommended to be amended in alternative 3, and amend Regulations 1807 and 1828 so 
that they cease to be operative when Regulations 1807.1 and 1828.1 become operative in 
order to make it clear that the provisions ofnew Regulations 1807.1 and 1828.1 are not 
retroactive. Alternative 4 simply recommended amending Regulations 1807 and 1828 to 
provide that the 2011 amendments have no retroactive effect. In its revised 
recommendation in the Informal Issue Paper dated August 10, 2011, Board staff 
continued to recommend that the transition rules in Regulation 1807, subdivision (g), and 
Regulation 1828, subdivision (f), be clarified as originally recommended by staff in 
alternative 1. However, MuniServices, LLC, recommend that the transition rules be 
revised to indicate that Regulations 1807 and 1828 were amended, rather than repealed 
and readopted, in 2008. The Board voted to propose to amend the transition rules in the 
manner recommended by staff because the Board agreed that staffs recommended 
amendments were consistent with the actual 2008 events and the regulations' history 
notes in the California Code ofRegulations, and the Board determined that staffs 
recommended amendments clarified the regulations' existing transition rules without 
creating unnecessary confusion. 

Alternative 2 also recommended that the Board amend Regulations 1807 and 1828 to: (1) 
limit the time the Allocation Group has to prepare a second supplement decision after it 
receives an objection to its original supplemental decision; (2) require the Appeals 
Division to schedule an appeals conference within six months after receiving a petition 
file from the Allocation Group, and require the Appeals Division to schedule an appeals 
conference within 90 days after the Board receives an objection to a second supplemental 
decision; (3) reduce the additional time the Board's Chief Counsel can grant the Appeals 
Division to prepare its Decision and Recommendation (D&R) regarding a petition to 30 
days; (4) eliminate the procedures for the parties to a petition to request that the Appeals 
Division reconsider its D&R and issue a Supplemental D&R; and (5) require the Board to 
issue a notice ofhearing within 90 days after a party to a petition files a timely request for 
a Board hearing. The Board did no vote on whether to propose any of these amendments 
because they were no longer being recommended by Mr. Klehs or the HdL Companies at 
the time of the Board's August 23,2011, Business Taxes Committee meeting. 

Alternatives 3 and 4 also recommended that the Board amend Regulations 1807 and 1828 
to: (1) impose a 270-day limit on the Allocation Group's initial investigation of a 
petition, require the Allocation Group to meet and confer with the petitioner regarding the 
status of its investigation if it has not issued a decision on the petition within that period, 
and allow the petitioner to request that the Allocation Group issue its decision within 30 
days after it has met and conferred with the petitioner without regard to the status ofthe 
investigation; (2) prohibit an appeals conference holder from accepting post-conference 
submissions outside of the 30-day periods provided in the regulation, except upon the 
agreement of all the parties to a petition; and (3) require a party to a petition to provide a 
justification as to why that party is presenting new evidence to the Board prior to a Board 
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hearing that was not previously provided during the Appeals Conference process, and 
require the Board to rule on the admissibility of the new evidence based upon such 
justification, at least 75 days prior to the Board hearing. The Board did no vote on 
whether to propose any of these amendments because they were no longer being 
recommended by MuniServices, LLC, at the time ofthe Board's August 23,2011, 
Business Taxes Committee meeting. 

No reasonable alternative to the proposed amendments to Regulations 1807 and 1828 has 
been brought to the Board's attention that would be as effective in carrying out the 
purposes for which the amendments are proposed and that would lessen any adverse 
impact on small business, if any, from the proposed regulatory action and the Board has 
not rejected any such alternative. 

NO ADVERSE ECONOMIC IMPACT ON BUSINESS 

The adoption of the proposed amendments to Regulations 1807 and 1828 will improve 
the Board's processes for reviewing jurisdictions' petitions for the investigation of 
suspected misallocations of local sales and use tax and districts' petitions for 
investigation of suspected improper distributions or nondistributions ofdistrict 
transactions and use tax, without imposing any new requirements on the businesses that 
report and pay such taxes. Therefore, the Board has made an initial determination that 
the adoption of the proposed amendments to Regulations 1807 and 1828 will not have a 
significant adverse economic impact on business, including small business. 

The proposed regulation may affect small business. 
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Text of Proposed Amendments to 


California Code of Regulations, Title 18, Section 1807, 


Petitions for Reallocation ofLocal Tax 

Regulation 1807. Petitions for Reallocation of Local Tax. 

(a) Definitions. 

(1) Local Tax. "Local tax" means a local sales and use tax adopted pursuant to 
Revenue and Taxation Code section 7200, et seq., and administered by the Board. 

(2) Jurisdiction. "Jurisdiction" means any city, county, city and county, or 

redevelopment agency which has adopted a local tax. 


(3) Petition. "Petition" means a request or inquiry from a jurisdiction, other than a 
submission under Revenue and Taxation Code section 6066.3, for investigation of 
suspected misallocation of local tax submitted in writing to the Allocation Group of 
the Sales and Use Tax Department. The petition must contain sufficient factual data 
to support the probability that local tax has been erroneously allocated and 
distributed. Sufficient factual data should include, for each business location being 
questioned: 

(A) Taxpayer name, including owner name and fictitious business name or dba 
(doing business as) designation. 

(B) Taxpayer's permit number or a notation stating "No Permit Number." 

(C) Complete business address of the taxpayer. 

(D) Complete description of taxpayer's business activity or activities. 

(E) Specific reasons and evidence why the taxpayer's allocation is questioned. If 
the petition alleges that a misallocation occurred because a sale location is 
unregistered, evidence that the questioned location is a selling location or that it is 
a place ofbusiness as defined by California Code ofRegulations, title 18, section 
1802. If the petition alleges that a misallocation occurred because the tax for a 
sale shipped from an out-of-state location was actually sales tax and not use tax, 
evidence that there was participation in the sale by an in-state office of the retailer 
and that title to the goods passed to the purchaser inside California. 

(F) Name, title, and telephone number of the contact person. 

(G) The tax reporting periods involved. 

"Petition" also includes an appeal by a jurisdiction from a notification from the Local 
Revenue Allocation Unit of the Sales and Use Tax Department that local taxes 
previously allocated to it were misallocated and will be reallocated. Such a 
jurisdiction may object to that notification by submitting a written petition to the 
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Allocation Group within 30 days of the date of mailing of the notification or within a 
period of extension described below. The petition must include a copy of the 
notification and specify the reason the jurisdiction disputes it. If a jurisdiction does 
not submit such a petition within 30 days of the date of mailing of the notification, or 
within a period of extension, the notification ofthe Local Revenue Allocation Unit is 
final as to the jurisdiction so notified. 

The jurisdiction may request a 30-day extension to submit a written objection to a 
notification of misallocation from the Local Revenue Allocation Unit. Such request 
must provide a reasonable explanation for the requesting jurisdiction's inability to 
submit its objection within 30 days and must be received by the Local Revenue 
Allocation Unit within 30 days of the date ofmailing of its notification. Within five 
days of receipt of the request, the Local Revenue Allocation Unit will mail 
notification to the jurisdiction whether the request is granted or denied. If a timely 
request for an extension is submitted, the time for the jurisdiction to file a written 
obj ection is extended to 10 days after the mailing of the notice of whether the request 
is granted or denied. If the request is granted, the time for the jurisdiction to submit a 
written objection to the notification of the Local Revenue Allocation Unit is further 
extended to the 60th day after the date ofmailing of the notification ofmisallocation. 

(4) Petitioner. "Petitioner" is a jurisdiction that has filed a valid petition pursuant to 
subdivision (a)(3). 

(5) Date of Knowledge. Unless an earlier date is operationally documented by the 
Board, "date ofknowledge" is the date on which the Allocation Group receives a 
valid petition. Where a misallocation that is reasonably covered by the petition is 
confirmed based on additional facts or evidence supplied by the petitioner or 
otherwise learned as a direct result of investigating the petition, the date of knowledge 
is the date on which the Allocation Group received the petition. 

(6) Substantially Affected Jurisdiction. "Substantially affected jurisdiction" is a 
jurisdiction for which the decision on a petition would result in a decrease to its total 
allocation of 5 percent or more of its average quarterly allocation (generally 
determined with reference to the prior four calendar quarters) or of $50,000 or more, 
and includes ajurisdiction whose allocation will be decreased solely as the result of a 
reallocation from the statewide and applicable countywide pools. 

(7) Notified Jurisdiction. "Notified jurisdiction" is a jurisdiction that has been notified 
as a substantially affected jurisdiction. 

(b) Review by Allocation Group. 

(1) The Allocation Group will promptly acknowledge a submission intended as a 
petition. If the submission does not contain the elements identified in subdivision 
(a)(3), the original submission will be returned to the submitting jurisdiction. The 
jurisdiction will have 30 days from the date ofthe correspondence from the 
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Allocation Group requesting the missing information to make a supplemental 
submission. If the supplemental submission contains the necessary elements 
identified in subdivision (a)(3), then the date of receipt ofthe original submission will 
be regarded as the date of knowledge. In the event that a submission is not perfected 
within this 30 day period, it will not qualify as a valid petition. 

(2) The Allocation Group will review the petition and issue to the petitioner a written 
decision to grant or deny the petition, including the basis for that decision. The 
written decision will also note the date of knowledge, and ifother than the date the 
petition was received, will include the basis for that date. A reallocation will be made 
if the preponderance of evidence, whether provided by petitioner or obtained by 
Board staff as part of its investigation of the petition, shows that there was a 
misallocation. If the preponderance of evidence does not show that a misallocation 
occurred, the petition will be denied. 

(3) If the Allocation Group does not issue a decision within six months of the date it 
receives a valid petition, the petitioner may request that the Allocation Group issue its 
decision without regard to the status of its investigation. Within 90 days of receiving 
such a request, the Allocation Group will issue its decision based on the information 
in its possession. 

(4) If the decision of the All ocation Group is that the asserted misallocation did not 
occur and that the petition should be denied, in whole or in part, the petitioner may 
submit to the Allocation Group a written objection to the decision under subdivision 
(b)(6). 

(5) If the decision of the Allocation Group is that a misallocation did occur, it will 
also mail a copy of its decision to any substantially affected jurisdiction. Any such 
notified jurisdiction may submit to the Allocation Group a written objection to the 
decision under subdivision (b)( 6). 

(6) The petitioner or any notified jurisdiction may appeal the decision of the 
Allocation Group by submitting a written objection to the Allocation Group within 30 
days of the date ofmailing of the Allocation Group's decision, or within a period of 
extension authorized by subdivision (b)(9lQ). Ifno such timely objection is 
submitted, the decision of the Allocation Group is final as to the petitioner and all 
notified jurisdictions. 

(7) If the petitioner or a notified jurisdiction submits a timely written objection to the 
decision of the Allocation Group, the Allocation Group will consider the objection 
and issue a written supplemental decision to grant or deny the objection, including the 
basis for that decision. A copy of the supplemental decision will be mailed to the 
petitioner, to any notified jurisdiction, and to any other jurisdiction that is 
substantially affected by the supplemental decision. 
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(8) If the Allocation Group does not issue a supplemental decision within three 
months of the date it receives a written timely objection to the decision of the 
Allocation Group, the petitioner or any notified jurisdiction may request that the 
Allocation Group issue its supplemental decision without regard to the status of its 
investigation. Within 60 days of receiving such a request, the Allocation Group will 
issue its supplemental decision based on the information in its possession. 

(&.2) The petitioner or any notified jurisdiction may appeal the supplemental decision 
of the Allocation Group by submitting a written objection under subdivision (c)(l) 
within 30 days of the date ofmailing of that supplemental decision, or within a period 
of extension authorized by subdivision (b )(910). If no such timely objection is 
submitted, the supplemental decision ofthe Allocation Group is final as to the 
petitioner and all notified jurisdictions. 

(910) The petitioner or any notified jurisdiction may request a 30-day extension to 
submit a written objection under subdivision (b)( 6) or under subdivision (b )(&.2), as 
applicable. Such request must provide a reasonable explanation for the requesting 
jurisdiction's inability to submit its objection within 30 days, must be copied to all 
other jurisdictions to whom the Allocation Group mailed a copy of its decision or 
supplemental decision (to the extent known by the requesting jurisdiction), and must 
be received by the Allocation Group within 30 days of the date ofmailing of its 
decision or supplemental decision. Within five days of receipt of the request, the 
Allocation Group will mail notification to the petitioner and to all notified 
jurisdictions whether the request is granted or denied. If a timely request for an 
extension is submitted, the time for the petitioner and any notified jurisdiction to file 
a written objection to the decision or supplemental decision of the Allocation Group 
is extended to 10 days after the mailing of the notice ofwhether the request is granted 
or denied. If the request is granted, the time for the petitioner and all notified 
jurisdictions to submit a written objection to the decision or supplemental decision of 
the Allocation Group is further extended to the 60th day after the date ofmailing of 
the decision or supplemental decision. 

(c) Review by Appeals Division. 

(l) The petitioner or any notified jurisdiction may appeal the supplemental decision 
of the Allocation Group by submitting a written objection to the Allocation Group 
within 30 days of the date ofmailing of the Allocation Group's supplemental 
decision, or within a period of extension authorized by subdivision (b )(910). Such an 
objection must state the basis for the objecting jurisdiction's disagreement with the 
supplemental decision and include all additional information in its possession that 
supports its position. 

(2) If a timely objection to its supplemental decision is submitted, the Allocation 
Group will, within 30 days of receipt of the objection, prepare the file and forward it 
to the Appeals Division. The petitioner, all notified jurisdictions, any other 
jurisdiction that would be substantially affected if the petition were granted, and the 
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Sales and Use Tax Department will thereafter be mailed notice of the appeals 
conference, which will generally be sent at least 45 days prior to the scheduled date of 
the conference. 

(A) Petitioner or any notified jurisdiction may continue to discuss the dispute with 
staffof the Sales and Use Tax Department after the dispute is referred to the 
Appeals Division. If, as a result of such discussions or otherwise, the Sales and 
Use Tax Department decides the supplemental decision of the Allocation Group 
was incorrect or that further investigation should be pursued, it shall so notify the 
Appeals Division, the petitioner, and all notified jurisdictions. 

(B) If the Department sends notice to the Appeals Division in accordance with the 
subdivision (c)(2)(A) no later than 30 days prior to the date scheduled for the 
appeals conference, the Appeals Division will suspend its review and the dispute 
will be returned to the Department. The Department will thereafter issue a second 
supplemental decision, or will return the dispute to the Appeals Division along 
with a report of its further investigation, if appropriate, for the review and 
decision of the Appeals Division. 

(C) If the Department sends notice to the Appeals Division in accordance with 
subdivision (c )(2 )(A) less than 30 days prior to the date scheduled for the appeals 
conference, the Appeals Division will decide whether the dispute should be 
returned to the Department or remain with the Appeals Division, and notify the 
parties accordingly. If the dispute is returned to the Department, the Department 
will thereafter issue a second supplemental decision, or will return the dispute to 
the Appeals Division along with a report of its further investigation, if 
appropriate, for the review and decision of the Appeals Division. 

(D) Where the Department issues a second supplemental decision in accordance 
with subdivision (c)(2)(B) or (c)(2)(C), it will send a copy of the decision to the 
petitioner, any notified jurisdiction, and any other jurisdiction that is substantially 
affected by the second supplemental decision, any of whom may appeal the 
second supplemental decision by submitting a written objection under subdivision 
(c)(l) within 30 days of the date ofmailing of that supplemental decision, or 
within a period of extension authorized by subdivision (b)(910). Ifno such timely 
objection is submitted, the second supplemental decision is final as to the 
petitioner and all notified jurisdictions. 

(3) The appeals conference is not an adversarial proceeding, but rather is an informal 
discussion where the petitioner, any notified jurisdictions who wish to participate, and 
the Sales and Use Tax Department have the opportunity to explain their respective 
positions regarding the relevant facts and law to the Appeals Division conference 
holder. To make the conference most productive, each participant should submit all 
facts, law, argument, and other information in support of its position to the Appeals 
Division conference holder, and to the other participants, at least 15 days before the 
date of the appeals conference; however, relevant facts and arguments will be 
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accepted at any time at or before the appeals conference. If, during the appeals 
conference, a participant requests permission to submit additional written arguments 
and documentary evidence, the conference holder may grant that participant H30 
days after the appeals conference, or 30 days with sufficient justification, to submit to 
the conference holder, with copies to all other participants, such additional arguments 
and evidence. Any other participant at the conference who is in opposition to the 
requesting participant on the issue(s) covered by the additional submission is allowed 
-l-§.30 days to submit to the conference holder, with copies to all other participants, 
arguments and evidence in response. No request by a participant for further time to 
submit additional arguments or evidence will be granted without the approval of the 
Assistant Chief Counsel of the Appeals Division or his or her designee. The Appeals 
Division on its own initiative may also request, at or after the appeals conference, 
further submissions from any participant. 

(4) Within 90 days after the final submission authorized by subdivision (c)(3), the 
Appeals Division will issue a written Decision and Recommendation (D&R) setting 
forth the applicable facts and law and the conclusions of the Appeals Division. The 
Chief Counsel may allow up to 90 additional days to prepare the D&R upon request 
of the Appeals Division. Both the request and the Chief Counsel's response granting 
or denying the request for additional time must be in writing and copies provided to 
the petitioner, all notified jurisdictions, and the Sales and Use Tax Department. A 
copy of the D&R will be mailed to the petitioner, to all notified jurisdictions, to any 
other jurisdiction that will be substantially affected by the D&R, and to the Sales and 
Use Tax Department. 

(5) The petitioner or any notified jurisdiction may appeal the D&R by submitting a 
written request for Board hearing under subdivision (d)(l) within 60 days of the date 
of mailing of the D&R. 

(6) The petitioner, any notified jurisdiction, or the Sales and Use Tax Department 
may also appeal the D&R, or any Supplemental D&R (SD&R), by submitting a 
written request for reconsideration (RFR) to the Appeals Division before expiration 
of the time during which a timely request for Board hearing may be submitted, or if a 
Board hearing has been requested, prior to that hearing. If a jurisdiction or the Sales 
and Use Tax Department submits an RFR before the time for requesting a Board 
hearing has expired, the Appeals Division will issue an SD&R to consider the 
request, after obtaining whatever additional information or arguments from the parties 
that it deems appropriate. Ifan RFR is submitted after a jurisdiction has requested a 
Board hearing, the Appeals Division will determine whether it should issue an SD&R 
in response. A copy of the SD&R issued under this subdivision or under subdivision 
(c )(7) will be mailed to the petitioner, to all notified jurisdictions, to any other 
jurisdiction that will be substantially affected by the SD&R, and to the Sales and Use 
Tax Department. The petitioner or any notified jurisdiction may appeal the SD&R by 
submitting a written request for Board hearing under subdivision (d)(l) within 60 
days of the date ofmailing of the SD&R. 
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(7) Whether or not an RFR is submitted, at any time prior to the time the 
recommendation in the D&R or prior SD&R is acted on by the Department as a final 
matter or the Board has held an oral hearing on the petition, the Appeals Division 
may issue an SD&R as it deems necessary to augment, clarify, or correct the 
infonnation, analysis, or conclusions contained in the D&R or any prior SD&R. 

(8) lfno RFR is submitted under subdivision (c)(6) or request for Board hearing 
under subdivision (d)(l) within 60 days of the date of mailing of the D&R or any 
SD&R, the D&R or SD&R as applicable is final as to the petitioner and all notified 
jurisdictions unless the Appeals Division issues an SD&R under subdivision (c)(7). 

(d) Review by Board. 

(1) The petitioner or any notified jurisdiction may submit a written request for Board 
hearing if it does so to the Board Proceedings Division within 60 days of the date of 
mailing of the D&R or any SD&R. Such a request must state the basis for the 
jurisdiction's disagreement with the D&R or SD&R as applicable and include all 
additional infonnation in its possession that supports its position. 

(2) If the Board Proceedings Division receives a timely request for hearing under 
subdivision (d)(1), it will notify the Sales and Use Tax Department, the petitioner, 
any notified jurisdiction, any other jurisdiction that would be substantially affected if 
the petition were granted, and the taxpayer(s) whose allocations are the subject of the 
petition, that the petition for reallocation oflocal tax is being scheduled for a Board 
hearing to detennine the proper allocation. 

(3) The Sales and Use Tax Department, the petitioner, and all jurisdictions notified of 
the Board hearing pursuant to subdivision (d)(2) are parties and may participate in the 
Board hearing. The taxpayer is not a party to the Board hearing unless it chooses to 
actively participate in the hearing process by either filing a brief or making a 
presentation at the hearing. 

(4) Briefs may be submitted for the Board hearing in accordance with California 
Code of Regulations, title 18, sections 5270 and 5271. 

(5) To the extent not inconsistent with this regulation, the hearing will be conducted 
in accordance with Chapter 5 of the Board of Equalization Rules for Tax Appeals 
(Cal. Code Regs., tit. 18, § 5510, et seq.). The Board will apply the preponderance of 
evidence rules set forth in subdivision (b )(2) in reaching its decision and not the 
burden ofproof rules set forth in California Code ofRegulations, title 18, section 
5541. The Board's final decision on a petition for reallocation exhausts all 
administrative remedies on the matter for all jurisdictions. 

(e) Limitation Period for Redistributions. Redistributions shall not include amounts 
originally distributed earlier than two quarterly periods prior to the quarter of the date of 
knowledge. 
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(f) Application to Section 6066.3 Inquiries. 

The procedures set forth herein for submitting a petition for reallocation of local tax are 
separate from those applicable to a submission under Revenue and Taxation Code section 
6066.3. If a petition under the procedures set forth herein and a submission under section 
6066.3 are both filed for the same alleged improper distribution, only the earliest 
submission will be processed, with the date ofknowledge established under the 
procedures applicable to that earliest submission. However, the procedures set forth in 
subdivisions (b), (c), and (d) also apply to appeals from reallocation determinations made 
under section 6066.3. 

(g) Operative Date and Transition Rules. 

This regulation is intended to reduce the time required to decide the validity of 
reallocation petitions and otherwise improve the process for doing so. Regulation 1807 
was repealed and readopted in 2008. IUhe readopted regulation is intended to have a 
neutral impact only on the current dispute over the continuing validity of certain petitions 
that arewere governed by prior Regulation 1807 (effective February 22,2003). 

(l) The operative date of this regulation as readopted in 2008 and any amendments 
thereto is the effective date it becomes efteetiYe under Section 11343.4 of the 
Government Code (thirty days after it has been approvedapproval by the Office of 
Administrative Law and forwaroedforwarding to the Secretary of State) and itthere 
shall ha¥ebe no retroactive effect. 

(2) Petitions filed prior to the operative date of this regulation,Notwithstanding 
subdivision (g)(3), petitions shall be reviewed, appealed and decided in accordance 
with this regulation as to procedures occurring after thatits operative date or that of 
any amendments thereto. 

mAll Sl:lOh-petitions filed prior to January 1,2003 and denied by Board Management 
must have perfected any access they may have had to a Board Member hearing no 
later than 60 days after the September 10, 2008, operative date of this regulation. 

Note: Authority cited: Section 7051, Revenue and Taxation Code. Reference: Sections 
7209 and 7223, Revenue and Taxation Code. 
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Text of Proposed Amendments to 

California Code of Regulations, Title 18, Section 1828, 

Petitions for Distribution or Redistribution ofTransactions and Use Tax 

Regulation 1828. Petitions for Distribution or Redistribution of Transactions and 
Use Tax. 

(a) Definitions. 

(1) District Tax. "District tax" means a transaction and use tax adopted pursuant to 
Revenue and Taxation Code section 7251, et seq., or pursuant to Revenue and 
Taxation Code section 7285, et seq., and administered by the Board. 

(2) District. "District" means any entity, including a city, county, city and county, or 
special taxing jurisdiction, which has adopted a district tax. 

(3) Petition. "Petition" means a request or inquiry from a district for investigation of 
suspected improper distribution or nondistribution ofdistrict tax submitted in writing 
to the Allocation Group of the Sales and Use Tax Department. The petition must 
contain sufficient factual data to support the probability that district tax has not been 
distributed or has been erroneously distributed. Sufficient factual data should include, 
for each business location being questioned: 

(A) Taxpayer name, including owner name and fictitious business name or dba 
(doing business as) designation. 

(B) Taxpayer's pennit number or a notation stating "No Pennit Number." 

(C) Complete business address of the taxpayer. 

(D) Complete description of taxpayer's business activity or activities. 

(E) Specific reasons and evidence why the distribution or nondistribution is 
questioned, identifying the delivery location or locations of the property the sales 
ofwhich are at issue. If the petition alleges that the subject transactions are 
subject to the district's use tax, evidence that the retailer is engaged in business in 
the district as provided in California Code ofRegulations, title 18, section 1827, 
subdivision (c). 

(F) Name, title, and telephone number of the contact person. 

(G) The tax reporting periods involved. 

"Petition" also includes an appeal by a district from a notification from the Local 
Revenue Allocation Unit of the Sales and Use Tax Department that district taxes 
previously allocated to it were misallocated and will be reallocated. Such a district 
may object to that notification by submitting a written petition to the Allocation 
Group within 30 days of the date ofmailing of the notification or within a period of 
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extension described below. The petition must include a copy of the notification and 
specify the reason the district disputes it. Ifa district does not submit such a petition 
within 30 days of the date ofmailing of the notification, or within a period of 
extension, the notification of the Local Revenue Allocation Unit is final as to the 
district so notified. 

The district may request a 30-day extension to submit a written objection to a 
notification ofmisallocation from the Local Revenue Allocation Unit. Such a request 
must provide a reasonable explanation for the requesting district's inability to submit 
its objection within 30 days and must be received by the Local Revenue Allocation 
Unit within 30 days of the date of mailing of its notification. Within five days of 
receipt of the request. the Local Revenue Allocation Unit will mail notification to the 
district whether the request is granted or denied. If a timely request for extension is 
submitted, the time for the district to file a written objection is extended to 10 days 
after the mailing of the notice ofwhether the request is granted or denied. If the 
request is granted, the time for the district to submit a written objection to the 
notification of the Local Revenue Allocation Unit is further extended to the 60th day 
after the date ofmailing of the notification ofmisallocation. 

(4) Petitioner. "Petitioner" is a district that has filed a valid petition pursuant to 
subdivision (a)(3). 

(5) Date of Knowledge. Unless an earlier date is operationally documented by the 
Board, "date ofknowledge" is the date on which the Allocation Group receives a 
valid petition. Where an error in distribution that is reasonably covered by the petition 
is confirmed based on additional facts or evidence supplied by the petitioner or 
otherwise learned as a direct result of investigating the petition, the date of knowledge 
is the date on which the Allocation Group received the petition. 

(6) Substantially Affected District. "Substantially affected district" is a district for 
which the decision on a petition would result in a decrease to its total distribution of 5 
percent or more of its average quarterly distribution (generally determined with 
reference to the prior four calendar quarters) or of $50,000 or more. 

(7) Notified District. "Notified district" is a district that has been notified as a 

substantially affected district. 


(b) Review by Allocation Group. 

(1) The Allocation Group will promptly acknowledge a submission intended as a 
petition. If the submission does not contain the elements identified in subdivision 
(a)(3), the original submission will be returned to the submitting jurisdiction. The 
jurisdiction will have 30 days from the date of the correspondence from the 
Allocation Group requesting the missing information to make a supplemental 
submission. If the supplemental submission contains the necessary elements 
identified in subdivision (a)(3), then the date of receipt of the original submission will 
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be regarded as the date ofknowledge. In the event that a submission is not perfected 
within this 30 day period, it will not qualify as a valid petition. 

(2) The Allocation Group will review the petition and issue to the petitioner a written 
decision to grant or deny the petition, including the basis for that decision. The 
written decision will also note the date ofknowledge, and if other than the date the 
petition was received, will include the basis for that date. A redistribution will be 
made if the preponderance of evidence, whether provided by petitioner or obtained by 
Board staff as part of its investigation of the petition, shows that there was an error in 
distribution. If the preponderance of evidence does not show that an error in 
distribution occurred, the petition will be denied. 

(3) If the Allocation Group does not issue a decision within six months ofthe date it 
receives a valid petition, the petitioner may request that the Allocation Group issue its 
decision without regard to the status of its investigation. Within 90 days of receiving 
such a request, the Allocation Group will issue its decision based on the information 
in its possession. 

(4) Ifthe decision of the Allocation Group is that the asserted error in distribution did 
not occur and that the petition should be denied, in whole or in part, the petitioner 
may submit to the Allocation Group a written objection to the decision under 
subdivision (b)( 6). 

(5) If the decision of the Allocation Group is that an error in distribution did occur, it 
will also mail a copy of its decision to any substantially affected district. Any such 
notified district may submit to the Allocation Group a written objection to the 
decision under subdivision (b)(6). 

(6) The petitioner or any notified district may appeal the decision of the Allocation 
Group by submitting a written objection to the Allocation Group within 30 days of 
the date ofmailing of the Allocation Group's decision, or within a period of extension 
authorized by subdivision (b )(910). If no such timely objection is submitted, the 
decision of the Allocation Group is final as to the petitioner and all notified districts. 

(7) If the petitioner or a notified district submits a timely written objection to the 
decision of the Allocation Group, the Allocation Group will consider the objection 
and issue a written supplemental decision to grant or deny the objection, including the 
basis for that decision. A copy of the supplemental decision will be mailed to the 
petitioner, to any notified district, and to any other district that is substantially 
affected by the supplemental decision. 

(8) If the Allocation Group does not issue a supplemental decision within three 
months of the date it receives a written timely objection to the decision of the 
Allocation Group, the petitioner or any notified district may request that the 
Allocation Group issue its supplemental decision without regard to the status of its 
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investigation. Within 60 days of receiving such a request, the Allocation Group will 
issue its supplemental decision based on the information in its possession. 

(&2) The petitioner or any notified district may appeal the supplemental decision of 
the Allocation Group by submitting a written objection under subdivision (c)(1) 
within 30 days of the date of mailing of that supplemental decision, or within a period 
of extension authorized by subdivision (b)(91 0). Ifno such timely objection is 
submitted, the supplemental decision of the Allocation Group is final as to the 
petitioner and all notified districts. 

(910) The petitioner or any notified district may request a 30-day extension to submit 
a written objection under subdivision (b)(6) or under subdivision (b)(&2), as 
applicable. Such request must provide a reasonable explanation for the requesting 
district's inability to submit its objection within 30 days, must be copied to all other 
districts to whom the Allocation Group mailed a copy of its decision or supplemental 
decision (to the extent known by the requesting district), and must be received by the 
Allocation Group within 30 days of the date ofmailing of its decision or 
supplemental decision. Within five days of receipt of the request, the Allocation 
Group will mail notification to the petitioner and to all notified districts whether the 
request is granted or denied. If a timely request for an extension is submitted, the time 
for the petitioner and any notified district to file a written objection to the decision or 
supplemental decision of the Allocation Group is extended to 10 days after the 
mailing of the notice of whether the request is granted or denied. If the request is 
granted, the time for the petitioner and all notified districts to submit a written 
objection to the decision or supplemental decision of the Allocation Group is further 
extended to the 60th day after the date ofmailing of the decision or supplemental 
decision. 

(c) Review by Appeals Division. 

(1) The petitioner or any notified district may appeal the supplemental decision of the 
Allocation Group by submitting a written objection to the Allocation Group within 30 
days of the date ofmailing of the Allocation Group's supplemental decision, or within 
a period of extension authorized by subdivision (b)(91O). Such an objection must 
state the basis for the objecting district's disagreement with the supplemental decision 
and include all additional information in its possession that supports its position. 

(2) If a timely objection to its supplemental decision is submitted, the Allocation 
Group will, within 30 days ofreceipt of the objection, prepare the file and forward it 
to the Appeals Division. The petitioner, all notified districts, any other district that 
would be substantially affected if the petition were granted, and the Sales and Use 
Tax Department will thereafter be mailed notice of the appeals conference, which will 
generally be sent at least 45 days prior to the scheduled date of the conference. 

(A) Petitioner or any notified district may continue to discuss the dispute with 
staffof the Sales and Use Tax Department after the dispute is referred to the 
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Appeals Division. If, as a result of such discussions or otherwise, the Sales and 
Use Tax Department decides the supplemental decision of the Allocation Group 
was incorrect or that further investigation should be pursued, it shall so notify the 
Appeals Division, the petitioner, and all notified districts. 

(B) If the Department sends notice to the Appeals Division in accordance with the 
subdivision (c)(2)(A) no later than 30 days prior to the date scheduled for the 
appeals conference, the Appeals Division will suspend its review and the dispute 
will be returned to the Department. The Department will thereafter issue a second 
supplemental decision, or will return the dispute to the Appeals Division along 
with a report of its further investigation, if appropriate, for the review and 
decision of the Appeals Division. 

(C) If the Department sends notice to the Appeals Division in accordance with 
subdivision (c)(2)(A) less than 30 days prior to the date scheduled for the appeals 
conference, the Appeals Division will decide whether the dispute should be 
returned to the Department or remain with the Appeals Division, and notify the 
parties accordingly. If the dispute is returned to the Department, the Department 
will thereafter issue a second supplemental decision, or will return the dispute to 
the Appeals Division along with a report of its further investigation, if 
appropriate, for the review and decision of the Appeals Division. 

(D) Where the Department issues a second supplemental decision in accordance 
with subdivision (c)(2)(B) or (c)(2)(C), it will send a copy of the decision to the 
petitioner, any notified district, and any other district that is substantially affected 
by the second supplemental decision, any of whom may appeal the second 
supplemental decision by submitting a written objection under subdivision (c)(1) 
within 30 days of the date of mailing of that supplemental decision, or within a 
period of extension authorized by subdivision (b)(91O). Ifno such timely 
objection is submitted, the second supplemental decision is final as to the 
petitioner and all notified districts. 

(3) The appeals conference is not an adversarial proceeding, but rather is an informal 
discussion where the petitioner, any notified districts who wish to participate, and the 
Sales and Use Tax Department have the opportunity to explain their respective 
positions regarding the relevant facts and law to the Appeals Division conference 
holder. To make the conference most productive, each participant should submit all 
facts, law, argument, and other information in support of its position to the Appeals 
Division conference holder, and to the other participants, at least 15 days before the 
date of the appeals conference; however, relevant facts and arguments will be 
accepted at any time at or before the appeals conference. If, during the appeals 
conference, a participant requests permission to submit additional written arguments 
and documentary evidence, the conference holder may grant that participant ~30 
days after the appeals conference, or 30 days with sufficient justification, to submit to 
the conference holder, with copies to all other participants, such additional arguments 
and evidence. Any other participant at the conference who is in opposition to the 
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requesting participant on the issue(s) covered by the additional submission is allowed 
#30 days to submit to the conference holder, with copies to all other participants, 
arguments and evidence in response. No request by a participant for further time to 
submit additional arguments or evidence will be granted without the approval of the 
Assistant Chief Counsel of the Appeals Division or his or her designee. The Appeals 
Division on its own initiative may also request, at or after the appeals conference, 
further submissions from any participant. 

(4) Within 90 days after the final submission authorized by subdivision (c)(3), the 
Appeals Division will issue a written Decision and Recommendation (D&R) setting 
forth the applicable facts and law and the conclusions of the Appeals Division. The 
Chief Counsel may allow up to 90 additional days to prepare the D&R upon request 
of the Appeals Division. Both the request and the Chief Counsel's response granting 
or denying the request for additional time must be in writing and copies provided to 
the petitioner, all notified districts, and the Sales and Use Tax Department. A copy of 
the D&R will be mailed to the petitioner, to all notified districts, to any other district 
that will be substantially affected by the D&R, and to the Sales and Use Tax 
Department. 

(5) The petitioner or any notified district may appeal the D&R by submitting a written 
request for Board hearing under subdivision (d)(1) within 60 days of the date of 
mailing of the D&R. 

(6) The petitioner, any notified district, or the Sales and Use Tax Department may 
also appeal the D&R, or any Supplemental D&R (SD&R), by submitting a written 
request for reconsideration (RFR) to the Appeals Division before expiration of the 
time during which a timely request for Board hearing may be submitted, or if a Board 
hearing has been requested, prior to that hearing. If a district or the Sales and Use Tax 
Department submits an RFR before the time for requesting a Board hearing has 
expired, the Appeals Division will issue an SD&R to consider the request, after 
obtaining whatever additional information or arguments from the parties that it deems 
appropriate. If an RFR is submitted after a district has requested a Board hearing, the 
Appeals Division will determine whether it should issue an SD&R in response. A 
copy of the SD&R issued under this subdivision or under subdivision (c )(7) will be 
mailed to the petitioner, to all notified districts, to any other district that will be 
substantially affected by the SD&R, and to the Sales and Use Tax Department. The 
petitioner or any notified district may appeal the SD&R by submitting a written 
request for Board hearing under subdivision (d)(1) within 60 days of the date of 
mailing of the SD&R. 

(7) Whether or not an RFR is submitted, at any time prior to the time the 
recommendation in the D&R or prior SD&R is acted on by the Department as a final 
matter or the Board has held an oral hearing on the petition, the Appeals Division 
may issue an SD&R as it deems necessary to augment, clarify, or correct the 
information, analysis, or conclusions contained in the D&R or any prior SD&R. 
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(8) If no RFR is submitted under subdivision (c)( 6) or request for Board hearing 
under subdivision (d)(l) within 60 days of the date of mailing of the D&R or any 
SD&R, the D&R or SD&R as applicable is final as to the petitioner and all notified 
districts unless the Appeals Division issues an SD&R under subdivision (c)(7). 

(d) Review by Board. 

(1) The petitioner or any notified district may submit a written request for Board 
hearing ifit does so to the Board Proceedings Division within 60 days of the date of 
mailing of the D&R or any SD&R. Such a request must state the basis for the 
district's disagreement with the D&R or SD&R as applicable and include all 
additional information in its possession that supports its position. 

(2) If the Board Proceedings Division receives a timely request for hearing under 
subdivision (d)(1), it will notifY the Sales and Use Tax Department, the petitioner, 
any notified district, any other district that would be substantially affected if the 
petition were granted, and the taxpayer(s) whose distribution (or nondistribution) are 
the subject of the petition, that the petition for redistribution ofdistrict tax is being 
scheduled for a Board hearing to determine the proper distribution. 

(3) The Sales and Use Tax Department, the petitioner, and all districts notified of the 
Board hearing pursuant to subdivision (d)(2) are parties and may participate in the 
Board hearing. The taxpayer is not a party to the Board hearing unless it chooses to 
actively participate in the hearing process by either filing a brief or making a 
presentation at the hearing. 

(4) Briefs may be submitted for the Board hearing in accordance with California 
Code of Regulations, title 18, sections 5270 and 5271. 

(5) To the extent not inconsistent with this regulation, the hearing will be conducted 
in accordance with Chapter 5 of the Board of Equalization Rules for Tax Appeals 
(Cal. Code Regs., tit. 18, § 5510, et seq.). The Board will apply the preponderance of 
evidence rules set forth in subdivision (b )(2) in reaching its decision and not the 
burden of proof rules set forth in California Code of Regulations, title 18, section 
5541. The Board's final decision on a petition for redistribution exhausts all 
administrative remedies on the matter for all districts. 

(e) Limitation Period for Redistributions. 

For redistributions where the date ofknowledge is prior to January 1, 2008, the standard 
three-year statute oflimitations is applicable, based on the date of knowledge. For 
redistributions where the date ofknowledge is on or after January 1, 2008, redistributions 
shall not include amounts originally distributed earlier than two quarterly periods prior to 
the quarter of the date of knowledge. 

(f) Operative Date and Transition Rules. 
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This regulation is intended to reduce the time required to decide the validity of 
redistribution petitions and otherwise improve the process for doing so. Regulation 1828 
was repealed and readopted in 2008. ItThe readopted regulation is intended to have a 
neutral impact only on the current dispute over the continuing validity of certain petitions 
that arewere governed by prior Regulation 1828 (effective June 17, 2004). 

(1) The operative date of this regulation as readopted in 2008 and any amendments 
thereto is the effective date it becomes effective under Section 11343.4 of the 
Government Code (thirty days after it has been approvedapproval by the Office of 
Administrative Law and furwardedforwarding to the Secretary of State) and itthere 
shall ha¥ebe no retroactive effect. 

(2) Petitions filed prior to the operative date of this regulution,Notwithstanding 
subdivision (0(3), petitions shall be reviewed, appealed and decided in accordance 
with this regulation as to procedures occurring after thatits operative date or that of 
any amendments thereto. 

mAll ffileh-petitions filed prior to July 1, 2004 and denied by Board Management 
must have perfected any access they may have had to a Board Member hearing no 
later than 60 days after the September 10, 2008, operative date of this regulation. 

Note: Authority cited: Section 7051, Revenue and Taxation Code. Reference: Section 
7270, Revenue and Taxation Code. 
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Regulation History 

Type of Regulation: Sales and Use Tax 

Regulations: 1807 and 1828 

Title: 1807, Petitions for Reallocation of Local Tax, 

and 1828, Petitions for Distribution or Redistribution of Transactions and Use Tax 

Preparation: Brad Heller 
Legal Contact: Brad Heller 

Board proposes to amend Regulation 1807, Petitions for Reallocation of Local Tax, 
and Regulation 1828, Petitions for Distribution or Redistribution of Transactions and 
Use Tax, to clarify the Board's review of local sales and use tax and district 
transactions and use tax petitions. 

History of Proposed Regulation: 

November 15-17,2011 Public Hearing 
September 23, 2011 OAL publication date; 45-day public comment period begins; 

Interested Parties mailing 
September 13, 2011 Notice to OAL 
August 23, 2011 Business Tax Committee, Board Authorized Publication 

(Vote 5-0) 

Sponsor: NA 
Support: NA 
Oppose: NA 



Statement of Compliance 

The State Board of Equalization, in process of adopting Sales and Use Tax Regulation 
1807, Petitions for Reallocation of Local Tax, and Regulation 1828, Petitions for 
Distribution or Redistribution of Transactions and Use Tax, did comply with the provision 
of Government Code section 11346.4(a)(1) through (4). A notice to interested parties 
was mailed on September 23,2011, 53 days Rrior to the public hearing. 

r 

November 16, 2011 



Bennion. Richard 

From: Robin Sturdivant [RSturdivant@hdlcompanies.com] 
Sent: Friday, November 04,2011 10:53 AM 
To: Bennion, Richard; Olson, Diane 
Subject: Comments on Draft - Regulation 1807 
Attachments: Proposed Changes to 1807 .docx 

Mr. Bennion/Ms. Olson: 

Please find attached additional proposed changes to Regulation 1807. I understand that the matter is scheduled for 
Public Hearing on November 15, 2011. 

The changes I have suggested are minor and will serve to clarify the regulation. I am not proposing any changes to the 
process. I have discussed these suggestions with three of the five Board Members, and will discuss with the remaining 
two next week. I've also sent my suggestion to the other interested parties (MuniServices llC and Robert Cendejas). If 
you have any questions or would like the background for my suggestion, please do not hesitate to contact me. 

Local Government Advocate 
(909) 861-4335 
(951) 217-3848 - cell 
(909) 839-5003 - fax 
rsturdivant@hdlcompanies.com 
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Public Comment 

Item F2 
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Text of Proposed Amendments to California Code of Regulations, Title 18, Section 1807, Petitions for 
Reallocation ofLocal Tax 
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Regulation 1807. Petitions for Reallocation of Local Tax. 

(a) Definitions. 

(1) Local Tax. "Local tax" means a local sales and use tax adopted pursuant to Revenue and Taxation 
Code section nOD, et seq., and administered by the Board. 

(2) Jurisdiction. "Jurisdiction" means any city, county, city and county, or redevelopment agency which 
has adopted a local tax. 

(3) Petition. "Petition" means a request or inquiry from a jurisdiction, other than a submission under 
Revenue and Taxation Code section 6066.3, for investigation of suspected misallocation of local tax 
submitted in writing to the Allocation Group ofthe Sales and Use Tax Department. The petition must 
contain sufficient factual data to support the probability that local tax has been erroneously allocated 
and distributed. Sufficient factual data should include, for each business location being questioned: 

(A) Taxpayer name, including owner name and fictitious business name or dba (doing business as) 
designation. 

(8) Taxpayer's permit number or a notation stating "No Permit Number." 

(e) Complete business address ofthe taxpayer. 

(D) Complete description of taxpayer's business activity or activities. 

(E) Specific reasons and evidence why the taxpayer's allocation is questioned. If the petition alleges that 
a misallocation occurred because a sale location is unregistered, evidence that the questioned location 
is a selling location or that it is a place of business as defined by California Code of Regulations, title 18, 
section 1802. If the petition alleges that a misallocation occurred because the tax for a sale shipped from 
an out-of-state location was actually sales tax and not use tax, evidence that there was participation in 
the sale by an in-state office of the retailer and that title to the goods passed to the purchaser inside 
California. 

(F) Name, title, and telephone number of the contact person. 

(G) The tax reporting periods involved. 

"Petition" also includes an appeal by a jurisdiction from a notification from the Local Revenue Allocation 
Unit of the Sales and Use Tax Department that local taxes previously allocated to it were misallocated 
and will be reallocated. Such a jurisdiction may object to that notification by submitting a written 
petition to the 
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Allocation Group within 30 days of the date of mailing of the notification or within a period of extension 
described below. The petition must include a copy of the notification and specify the reason the 
jurisdiction disputes it. If a jurisdiction does not submit such a petition within 30 days of the date of 
mailing of the notification, or within a period of extension, the notification of the local Revenue 
Allocation Unit is final as to the jurisdiction so notified. 

The jurisdiction may request a 3D-day extension to submit a written objection to a notification of 
misallocation from the local Revenue Allocation Unit. Such request must provide a reasonable 
explanation for the requesting jurisdiction's inability to submit its objection within 30 days and must be 
received by the local Revenue Allocation Unit within 30 days of the date of mailing of its notification. 
Within five days of receipt of the request, the local Revenue Allocation Unit will mail notification to the 
jurisdiction whether the request is granted or denied. If a timely request for an extension is submitted, 
the time for the jurisdiction to file a written objection is extended to 10 days after the mailing of the 
notice of whether the request is granted or denied. If the request is granted, the time for the jurisdiction 
to submit a written objection to the notification of the local Revenue Allocation Unit is further extended 
to the 60th day after the date of mailing of the notification of misallocation. 

(4) Petitioner. "Petitioner" is a jurisdiction that has filed a valid petition pursuant to subdivision (a)(3). 

(5) Date of Knowledge. Unless an earlier date is operationally documented by the Board, "date of 
knowledge" is the date on which the Allocation Group receives a valid petition. Where a misallocation 
that is reasonably covered by the petition is confirmed based on additional facts or evidence supplied by 
the petitioner or otherwise learned as a direct result of investigating the petition, the date of knowledge 
is the date on which the Allocation Group received the petition. 

(6) Substantially Affected Jurisdiction. "Substantially affected jurisdiction" is a jurisdiction for which the 
decision on a petition would result in a decrease to its total allocation of 5 percent or more of its 
average quarterly allocation (generally determined with reference to the prior four calendar quarters) or 
of $50,000 or more, and includes a jurisdiction whose allocation will be decreased solely as the result of 
a reallocation from the statewide and applicable countywide pools. 

(7) Notified Jurisdiction. "Notified jurisdiction" is a jurisdiction that has been notified as a substantially 
affected jurisdiction. 

(b) Review by Allocation Group. 

(1) The Allocation Group will promptly acknowledge a submission intended as a petition. If the 
submission does not contain the elements identified in subdivision (a)(3), the original submission will be 
returned to the submitting jurisdiction. The jurisdiction will have 30 days from the date of the 
correspondence from the 

Allocation Group requesting the missing information to make a supplemental submission. If the 
supplemental submission contains the necessary elements identified in subdivision (a)(3), then the date 
of receipt of the original submission will be regarded as the date of knowledge. In the event that a 
submission is not perfected within this 30 day period, it will not qualify as a valid petition. 

(2) The AliocatioA Grol:lpSales and Use Tax Department will review the petition and issue to the 
petitioner a written decision to grant or deny the petition, including the basis for that decision. The 
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written decision will also note the date of knowledge, and if other than the date the petition was 
received, will include the basis for that date. A reallocation will be made if the preponderance of 
evidence, whether provided by petitioner or obtained by Board staff as part of its investigation of the 
petition, shows that there was a misallocation. 1fthe preponderance of evidence does not show that a 
misallocation occurred, the petition will be denied. 

(3) 1fthe AliocatiDA Group Sales and Use Tax Department does not issue a decision within six months of 
the date it receives a valid petition, the petitioner may request that the Allocation Group Sales and Use 
Tax Department issue its decision without regard to the status of its investigation. Within 90 days of 
receiving such a request, the Allocation Group will issue its decision based on the information in its 
possession. 

(4) Ifthe decision ofthe Allocation Group Sales and Use Tax Department is thatthe asserted 
misallocation did not occur and that the petition should be denied, in whole or in part, the petitioner 
may submit to the Allocation Group a written objection to the decision under subdivision (b)(6). 

(5) If the decision of the AliocatioA Group Sales and Use Tax Department is that a misallocation did 
occur, it will also mail a copy of its decision to any substantially affected jurisdiction. Any such notified 
jurisdiction may submit to the Allocation Group a written objection to the decision under subdivision 
(b)(6). 

(6) The petitioner or any notified jurisdiction may appeal the decision of the Allocation Group by 
submitting a written objection to the Allocation Group within 30 days of the date of mailing of the 
Allocation Group's decision, or within a period of extension authorized by subdivision (b)(910). If no such 
timely objection is submitted, the decision of the Allocation Group Sales and Use Tax Department is final 
as to the petitioner and all notified jurisdictions. 

(7) If the petitioner or a notified jurisdiction submits a timely written objection to the decision of the 
Allocation Group, the /'.IIDcatioA Group Sales and Use Tax Department will consider the objection and 
issue a written supplemental decision to grant or deny the objection, including the basis for that 
decision. A copy of the supplemental decision will be mailed to the petitioner, to any notified 
jurisdiction, and to any other jurisdiction that is substantially affected by the supplemental decision. 

(8) Ifthe AUoeatioA Group Sales &Use Tax Department does not issue a supplemental decision within 
three months of the date it receives a written timely objection to the decision of the Allocation 
Gfetl:pSales & Use Tax Department, the petitioner or any notified jurisdiction may request that the 
AlloeatioA Group Sales &Use Tax Department issue its supplemental decision without regard to the 
status of its investigation. Within 60 days of receiving such a request, the AIiDeatioA Group Sales & Use 
Tax Department will issue its supplemental decision based on the information in its posseSSion. 

(89) The petitioner or any notified jurisdiction may appeal the supplemental decision of the AlioeatioA 
~Sales & Use Tax Department by submitting a written objection under subdivision (c)(l) within 30 
days of the date of mailing of that supplemental decision, or within a period of extension authorized by 
subdivision (b)(910). If no such timely objection is submitted, the supplemental decision of the 
Allocation GroupSales & Use Tax Department is final as to the petitioner and all notified jurisdictions. 

(910) The petitioner or any notified jurisdiction may request a 30-day extension to submit a written 
objection under subdivision (b)(6) or under subdivision (b)(89), as applicable. Such request must provide 
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a reasonable explanation for the requesting jurisdiction's inability to submit its objection within 30 days, 
must be copied to all other jurisdictions to whom the AliocatioR Grol:lpSales & Use Tax Department 
mailed a copy of its decision or supplemental decision (to the extent known by the requesting 
jurisdiction), and must be received by the Allocation Group within 30 days of the date of mailing of its 
decision or supplemental decision. Within five days of receipt of the request, the Allocation Group will 
mail notification to the petitioner and to all notified jurisdictions whether the request is granted or 
denied. If a timely request for an extension is submitted, the time for the petitioner and any notified 
jurisdiction to file a written objection to the decision or supplemental decision of the AliocatioR Grol:lp 
Sales & Use Tax Department is extended to 10 days after the mailing of the notice of whether the 
request is granted or denied. If the request is granted, the time for the petitioner and all notified 
jurisdictions to submit a written objection to the decision or supplemental decision of the AllocatioR 
~Sales & Use Tax Department is further extended to the 60th day after the date of mailing of the 
decision or supplemental decision. 

(c) Review by Appeals Division. 

(1) The petitioner or any notified jurisdiction may appeal the supplemental decision ofthe AllocatioR 
~Sales & Use Tax Department by submitting a written objection to the Allocation Group within 30 
days of the date of mailing of the AllocatioA Grot:Jp'_5Sales & Use Tax Department's supplemental 
decision, or within a period of extension authorized by subdivision (b)(910). Such an objection must 
state the basis for the objecting jurisdiction's disagreement with the supplemental decision and include 
all additional information in its posseSSion that supports its position. 

(2) If a timely objection to its supplemental decision is submitted, the Allocation Group will, within 30 
days of receipt of the objection, prepare the file and forward it to the Appeals Division. The petitioner, 
all notified jurisdictions, any other jurisdiction that would be substantially affected if the petition were 
granted, and the 

Sales and Use Tax Department will thereafter be mailed notice ofthe appeals conference, which will 
generally be sent at least 45 days prior to the scheduled date of the conference. 

(A) Petitioner or any notified jurisdiction may continue to discuss the dispute with staff of the Sales and 
Use Tax Department after the dispute is referred to the Appeals Division. If, as a result of such 
discussions or otherwise, the Sales and Use Tax Department decides the supplemental decision &f..t.R.e 
/l,lIocatioR Grol:lP was incorrect or that further investigation should be pursued, it shall so notify the 
Appeals Division, the petitioner, and all notified jurisdictions. 

(8) If the Department sends notice to the Appeals Division in accordance with the subdivision (c)(2)(A) 
no later than 30 days prior to the date scheduled for the appeals conference, the Appeals Division will 
suspend its review and the dispute will be returned to the Department. The Department will thereafter 
issue a second supplemental deCision, or will return the dispute to the Appeals Division along with a 
report of its further investigation, if appropriate, for the review and decision of the Appeals Division. 

(e) If the Department sends notice to the Appeals Division in accordance with subdivision (c){2)(A) less 
than 30 days prior to the date scheduled for the appeals conference, the Appeals Division will decide 
whether the dispute should be returned to the Department or remain with the Appeals Division, and 
notify the parties accordingly. If the dispute is returned to the Department, the Department will 
thereafter issue a second supplemental decision, or will return the dispute to the Appeals Division along 
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with a report of its further investigation, if appropriate, for the review and decision of the Appeals 
Division. 

(D) Where the Department issues a second supplemental decision in accordance with subdivision 
(c)(2)(B) or (c)(2)(C), it will send a copy of the decision to the petitioner, any notified jurisdiction, and any 
other jurisdiction that is substantially affected by the second supplemental decision, any of whom may 
appeal the second supplemental decision by submitting a written objection under subdivision (c)(l) 
within 30 days of the date of mailing of that supplemental decision, or within a period of extension 
authorized by subdivision (b)(91O). If no such timely objection is submitted, the second supplemental 
decision is final as to the petitioner and all notified jurisdictions. 

(3) The appeals conference is not an adversarial proceeding, but rather is an informal discussion where 
the petitioner, any notified jurisdictions who wish to participate, and the Sales and Use Tax Department 
have the opportunity to explain their respective positions regarding the relevant facts and law to the 
Appeals Division conference holder. To make the conference most productive, each participant should 
submit all facts, law, argument, and other information in support of its position to the Appeals Division 
conference holder, and to the other participants, at least 15 days before the date ofthe appeals 
conference; however, relevant facts and arguments will be 

accepted at any time at or before the appeals conference. If, during the appeals conference, a 
participant requests permission to submit additional written arguments and documentary evidence, the 
conference holder may grant that participant 1530 days after the appeals conference, or 30 days with 
sufficient justification, to submit to the conference holder, with copies to all other participants, such 
additional arguments and evidence. Any other participant at the conference who is in opposition to the 
requesting participant on the issue(s) covered by the additional submission is allowed 1530 days to 
submit to the conference holder, with copies to all other participants, arguments and evidence in 
response. No request by a participant for further time to submit additional arguments or evidence will 
be granted without the approva I of the Assistant Chief Counsel of the Appeals Division or his or her 
designee. The Appeals Division on its own initiative may also request, at or after the appeals conference, 
further submissions from any participant. 

(4) Within 90 days after the final submission authorized by subdivision (c)(3), the Appeals Division will 
issue a written Decision and Recommendation (D&R) setting forth the applicable facts and law and the 
conclusions of the Appeals Division. The Chief Counsel may allow up to 90 additional days to prepare the 
D&R upon request of the Appeals Division. Both the request and the Chief Counsel's response granting 
or denying the request for additional time must be in writing and copies provided to the petitioner, all 
notified jurisdictions, and the Sales and Use Tax Department. A copy of the D&R will be mailed to the 
petitioner, to all notified jurisdictions, to any other jurisdiction that will be substantially affected by the 
D&R, and to the Sales and Use Tax Department. 

(5) The petitioner or any notified jurisdiction may appeal the D&R by submitting a written request for 
Board hearing under subdivision (d)(l) within 60 days ofthe date of mailing ofthe D&R. 

(6) The petitioner, any notified jurisdiction, or the Sales and Use Tax Department may also appeal the 
D&R, or any Supplemental D&R (SD&R), by submitting a written request for reconsideration (RFR) to the 
Appeals Division before expiration of the time during which a timely request for Board hearing may be 
submitted, or if a Board hearing has been requested, prior to that hearing. If a jurisdiction or the Sales 
and Use Tax Department submits an RFR before the time for requesting a Board hearing has expired, the 
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Appeals Division will issue an SD&R to consider the request, after obtaining whatever additional 
information or arguments from the parties that it deems appropriate. If an RFR is submitted after a 
jurisdiction has requested a Board hearing, the Appeals Division will determine whether it should issue 
an SD&R in response. A copy of the SD&R issued under this subdivision or under subdivision (c)(7) will be 
mailed to the petitioner, to all notified jurisdictions, to any other jurisdiction that will be substantially 
affected by the SD&R, and to the Sales and Use Tax Department. The petitioner or any notified 
jurisdiction may appeal the SD&R by submitting a written request for Board hearing under subdivision 
(d)(l) within 60 days ofthe date of mailing ofthe SD&R. 

(7) Whether or not an RFR is submitted, at any time prior to the time the recommendation in the D&R or 
prior SD&R is acted on by the Department as a final matter or the Board has held an oral hearing on the 
petition, the Appeals Division may issue an SD&R as it deems necessary to augment, clarify, or correct 
the information, analysis, or conclusions contained in the D&R or any prior SD&R. 

(8) If no RFR is submitted under subdivision (c)(6) or request for Board hearing under subdivision (d)(l) 
within 60 days of the date of mailing ofthe D&R or any SD&R, the D&R or SD&R as applicable is final as 
to the petitioner and all notified jurisdictions unless the Appeals Division issues an SD&R under 
subdivision (cH7). 

(d) Review by Board. 

(1) The petitioner or any notified jurisdiction may submit a written request for Board hearing if it does so 
to the Board Proceedings Division within 60 days of the date of ma1ling of the D&R or any SD&R. Such a 
request must state the basis for the jurisdiction's disagreement with the D&R or SD&R as applicable and 
include all additional information in its possession that supports its position. 

(2) If the Board Proceedings Division receives a timely request for hearing under subdivision (d)(l), it will 
notify the Sales and Use Tax Department, the petitioner, any notified jurisdiction, any other jurisdiction 
that would be substantially affected if the petition were granted, and the taxpayer(s) whose allocations 
are the subject of the petition, that the petition for reallocation of local tax is being scheduled for a 
Board hearing to determine the proper allocation. 

(3) The Sales and Use Tax Department, the petitioner, and all jurisdictions notified of the Board hearing 
pursuant to subdivision (d){2) are parties and may partiCipate in the Board hearing. The taxpayer is not a 
party to the Board hearing unless it chooses to actively participate in the hearing process by either filing 
a brief or making a presentation at the hearing. 

(4) Briefs may be submitted for the Board hearing in accordance with California Code of Regulations, 
title 18, sections 5270 and 5271. 

(5) To the extent not inconsistent with this regulation, the hearing will be conducted in accordance with 
Chapter 5 of the Board of Equalization Rules for Tax Appeals (Cal, Code Regs., tit. 18, § 55'10, et seq.). 
The Board will apply the preponderance of evidence rules set forth in subdivision (b)(2) in reaching its 
decision and not the burden of proof rules set forth in California Code of Regulations, title 18, section 
5541. The Board's final decision on a petition for reallocation exhausts all administrative remedies on 
the matter for all jurisdictions. 
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(e) limitation Period for Redistributions. Redistributions shall not include amounts originally distributed 
ea rlier than two quarterly periods prior to the quarter of the date of knowledge. 

(f) Application to Section 6066.3 Inquiries. 

The procedures set forth herein for submitting a petition for reallocation of local tax are separate from 
those applicable to a submission under Revenue and Taxation Code section 6066.3. If a petition under 
the procedures set forth herein and a submission under section 6066.3 a re both filed for the same 
alleged improper distribution, only the earliest submission will be processed, with the date of 
knowledge established under the procedures applicable to that earliest submission. However, the 
procedures set forth in subdivisions (b), (c), and (d) also apply to appeals from reallocation 
determinations made under section 6066.3. 

(g) Operative Date and Transition Rules. 

This regulation is intended to reduce the time required to decide the validity of reallocation petitions 
and otherwise improve the process for doing so. Regulation 1807 was repealed and readopted in 2008. 
ItThe readopted regulation is intended to have a neutral impact only on the current dispute over the 
continuing validity of certain petitions that arewere governed by prior Regulation 1807 (effective 
February 22, 2003). 

(1) The operative date ofthis regulation as readopted in 2008 and any amendments thereto is the 
effective date it becomes effective under Section 11343.4 of the Government Code (thirty days after it 
has been approvedapproval by the Office of Administrative Law and forwardedforwarding to the 
Secretary of State) and itthere shall havebe no retroactive effect. 

(2) Petitions filed prior to the operative date of this regulation,Notwithstanding subdivision (g)(3), 
petitions shall be reviewed, appealed and decided in accordance with this regulation as to procedures 
occurring after thatits operative date or that of any amendments thereto. 

(3) All such petitions filed prior to January 1, 2003 and denied by Board Management must have 
perfected any access they may have had to a Board Member hearing no later than 60 days after the 
September 10, 2008, operative date ofthis regulation. 

Note: Authority cited: Section 7051, Revenue and 



Law Offices of 

Albin C. ("Al") Koch 

Attorney At Law 

301 E. Colorado Blvd., Suite 614, Pasadena, California 91101 

626-229-7596 (Tel); 626-229-7597 (Fax);ackoch@~bcglobal.net (E-mail) 

November 14, 2011 

The Honorable Jerome Horton 
Chair, State Board of Equalization 
450 N. St. 
Sacramento, CA 94279-0080 

Re: Public Notice dated September 23, 2011 of Proposed Amendments 

To Regulation 1807: Suggestion to Clarify Proposed Amendments. 


Dear Mr. Horton, 

In reviewing the above notice which is to be considered by the Board at the Meetings of 
November 15-16, 2011, I noticed that Board Staff is proposing to revise the written historical 
records on its website of the proceedings conducted by the Board in 2008 to revise the 2002 
version of Regulation 1807. The September 23 notice contains the following language: 

" ... MuniServices, LLC, suggested that the transition rules in Regulation 1807, 
subdivision (g) and Regulation 1828, subdivision (f) be revised to indicate that 
Regulations 1807 and 1828 were amended, rather than repealed and readopted, in 
2008.... 

"... the Board agreed [however] with Board Staffs revised recommendation to amend 
Regulation 1807, subdivision (g), and Regulation 1828, subdivision (f), to indicate that 
the regulations were repealed and readopted in 2008, because the amendments are 
consistent with the actual 2008 events and the regulations' history notes in the 
California Code of Regulations. However, the Board noted that the Board's website 
incorrectly indicated that both regulations were substantially 'amended' in 2008, not 
repealed and readopted, and that the language on the Board's website likely led to 
MuniServices. LLC's concerns ... and the Board directed staff to correct the Board's 
website." 

As the former Special Tax Counsel to MuniServices who represented it during the 2007
2008 proceedings to revise Regulation 1807 and 1828, I am surprised that the secondary record 
of the events that occurred in 2008 contained in the Barclay's California Code of Regulations 
would be granted recognition by the board over the actual Agenda for the Public Hearing and 
other contemporaneous offiCial records of the proceedings leading up to the revisions that were 

1 

Public Comment 
Item F2 

11/15/11 

http:Fax);ackoch@~bcglobal.net


made which show that the intent and the action taken was to "amend" and not to "repeal" the 
2002 regulations. Attached is a sampling of those records showing amendments were proposed 
and duly adopted and nothing repealed. In any event, I urge the Board Members to reconsider 
the directive to Staff expunge the historical records showing amendments were adopted and 
nothing repealed. 

Reversal of that directive would seem to be appropriate in light of the proposed 
language of the current proposed amendment stating that it is to have no "retroactive effect." 

I further propose that the latter language be clarified by adding to it the following 
phrase: 

"on any intervening proceedings under the version of regulation 1807 that 
became effective September 10, 2008, including, but limited to, any in which 
Board Member hearings were granted or petitioners exhausted their 
administrative remedies." 

I thank you in advance for any consideration you may give to this suggestion and I 
apologize for bringing it to your attention at a late hour. However, I believed you would want to 
be fully informed on this matter. 

Yours very truly 

Albin C. Koch 

CC: The Honorable John Chiang, State Controller 
The Honorable Betty T. Yee, Member, State Board of Equalization 
The Honorable Senator George Runner, Member State Board of Equalization 
lhe Honorable Michelle Steel, Member State Board of Equalization 

Ms. Marcy Mandel, Deputy Controller 

Diane G. Olson, Chief, Board Proceedings Division 


Enclosures: 

2008 Minutes of the State Board of Equalization for May 28, 2008. 

Notice and Agenda State Board of Equalization Meeting, Proposed Amendments to SBE 

Regulations 1807 and 1828 May 28,2008. 

Business Taxes Committee Minutes, January 31,2008. 
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STATE OF CALIFORNIA 

STATE BOARD OF EQUALIZATION 	 BETTY T. YEE 
First District, San Francisco 450 N STREET, SACRAMENTO, CALIFORNIA 

PO BOX 942879, SACRAMENTO, CALIFORNIA 94279-0080 BILL LEONARD 
Second District, Ontario/Sacramenlo (916) 322-2270. FAX (916) 324-3984 

www.boe.ca.gOIl 	 MICHELLE STEEL 
Third District, Rolling Hills Estates 

JUDY CHU, Ph.D. 
Fourth District, Los Angeles 

STATE BOARD OF EQUALIZATION MEETING 
450 N Street, Room 121, Sacramento 

JOHN CHIANG 
State Controller May 28-29, 2008 

NOTICE AND AGENDA 
RAMON J. HIRSIG 
Executive Director Meeting Agenda (as of 5/23/08, 11 :43 a.m.) 

Agenda Changes 

Webcast Audio on Wednesday, May 28,2008 

Wednesday, May 28, 2008 

9:30 a.m. Board Committee Meeting Convenes* 

Board Meeting Convenes upon Adjournment of the Board Committee Meetings** 


Agenda items occur in the order in which they appear on the agenda. When 
circumstances warrant, the Board's Chair, Dr. Chu, may modify the order of the items 
on the agenda. Items may be postponed to a subsequent day; however, items will not 
be moved to an earlier day. 

Board Committee Meetings* 

Property Tax Committee+ ................................................. Ms. Steel, Committee Chair 


1. 	 Discussion of Biopharmaceutical Industry Business Property Assessment 
Practice Guidelines 

Customer Services and Administrative 
Efficiency Committee+ ...................................... Mr. Leonard, Committee Chair 

1. 	 Update regarding the Board of Equalization's release of security deposits and a 
revised action plan for the security program 

2. 	 Update on Citation Process for the Statewide Compliance and Outreach Program 
(SCOP) Budget Change Proposal 

Board Meeting** 

Oral Hearings 

There are no items for these matters: 
A. Homeowner and Renter Property Tax Assistance Hearings 
B. Corporate Franchise and Personal Income Tax Hearings 
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STATE BOARD OF EQUALIZATION MEETING 	 WEDNESDAY, MAY 28,2008 

C. 	 Sales and Use Tax Appeals Hearings 
(Contribution Disclosure forms required pursuant to Gov, Code § 15626,) 

C1, 	 Janice Diana Samsing and Mildred Kaunas, 356928 (UT) 
For Petitioner: Mildred Kaunas, Taxpayer 
For Department: NaTash a Ralston, Tax Counsel 

C2. Foster Poultry Farms, 77405, 265656, 304306 (KHE) 
For Petitioner/Claimant: Brian Grant, Taxpayer 

Rich Carlson, Representative 
For Department: Bradley Heller, Tax Counsel 

C3. 	 Matt Lababedy, 89002316680 (KH) 
For Petitioner: 	 Matt Lababedy, Taxpayer 

Don McKaughan, CPA 
Bruce Locke, Attorney 

For Department: 	 Kevin Hanks, Hearing Representative 

There are no items for these matters: 
D, Special Taxes Appeals Hearings 
E. 	 Property Tax Appeals Hearings 

F. 	 Public Hearings 
These items are scheduled for the afternoon session, 

Chief Counsel Matters 

J. 	 Rulemaking 
These items are scheduled for Thursday, May 29,2008. 

K. 	 Business Taxes 
There are no items for this matter, 

L. 	 Property Taxes 
These items are scheduled for Thursday, May 29,2008. 

M. 	 Other Chief Counsel Matters 

M1, Adoption of Formal and Memorandum Opinions+, ... , ..................... Mr. Heller 


Memorandum regarding the adoption of Formal and Memorandum 

Opinions and the publication of Dissenting and Concurring Opinions 
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G. 	 Tax Program Nonappearance Matters - Consent 
(Contribution Disclosure forms not required pursuant to Gov. Code § 15626.) 

G1. 	 Legal Appeals Matters ................................................................ Mr. Levine 
);> Hearing Notices Sent - No Response 

1. Synpep Corporation, 329381 (CH) 
2a. Jamal A. Mahgoub, 356195 (CH) 
2b. AMT Solutions, Inc., 356197, 392072 (CH) 
3. 	 Kenneth Darryl Beecham, 393632, (KH) 
4. 	 Weston James Coolidge, 386899 (CH) 
5. Simmons Duplicating Supply Company, Inc., 347724 (OH) 

);> Petition for Release of Seized Property 
6. 	 Hany M. Abuelrous, 433967 (ET) 

G2. 	 Franchise and Income Tax Matters .............................................. Ms. Kelly 
);> Decision 

1. 	 Jack Larson, 329112 

G3. 	 Homeowner and Renter Property Tax 
Assistance Matters ........................................................................ Ms. Kelly 
);> Decision 

1. 	 Gloria M. Williams, 387273 

G4. 	 Sales and Use Taxes Matters ..................................................... Ms. Henry 
);> Redeterminations 

1. 	 Nissan North America, Inc., 272698 (OHA) 
2. 	 Panasonic Corporation of North America, 422116 (OHB) 
3. 	 4 S Casino Party Suppliers, LLC, 299497 (BH) 
4. 	 Specialty Salvage Limited, 283580 (KH) 
5. Union Pacific Railroad Company, 326246 (OHA) 

);> Denial of Claim for Refund 
6. 	 Govstor, LLC, 417205 (JHF) 

G5. 	 Sales and Use Taxes Matters - Credits, Cancellations, 
and Refunds ................................................................................. Ms. Henry 
);> Refunds 

1. 	 Target Corporation, 360870 (OHA) 
2. 	 Lighthouse Worldwide Solutions, Inc., 373666 (CH) 
3. 	 Birchwood Cabinets of California, Inc., 389873 (KH) 
4. 	 Pentax of America, Inc., 403453 (OHB) 
5. 	 Daimler Chrysler Corporation, 436898 (CHA) 
6. 	 Mercedes-Benz USA, LLC, 426403 (KH) 
7. 	 Qualcomm, Inc., 404369 (UT) 
8. 	 KII Acquisition Company, 342751 (FH) 
9. 	 Vertis, Inc., 396782 (OHB) 
10. 	 Consolidated Electrical Distributors, Inc., 287507 (AC) 
11. 	 TSKAmerica, Inc., 417773 (OHA) 
12. 	 Freight Systems, Inc., 395248 (OHA) 
13. 	 Watsonville Hospital Corporation, 381029 (GHC) 
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STATE BOARD OF EQUALIZATION MEETING 	 WEDNESDAY, MAY 28. 2008 

G6. 	 Special Taxes Matters 

There are no items for this matter. 


G7. 	 Special Taxes Matters - Credits, Cancellations, 
and Refunds ..................................................................................... Mr. Gau 
" Refunds 

1a. Equiva Trading Company, 254407, (MT) - "CF" 
1b. Equiva Trading Company, 208034, (MT) - "CF" 
2. 	 Nella Oil Company, LLC, 345962 (MT) 
3. 	 Midland National Life Insurance Company, 427043 (ET) - "CF" 

There are no items for these matters: 

G8 Property Tax Matters 

G9 Cigarette License Fee Matters 

G10 Legal Appeals Property Tax Matters 


H. Tax Program Nonappearance Matters - Adjudicatory 
(Contribution Disclosure forms required pursuant to Gov. Code § 15626.) 

H1. 	 Legal Appeals Matters ................................................................ Mr. Levine 
" Hearing Notices Sent - No Response 

1. 	 Rajinder Singh Garcha, 30060 (KH) 
" 	 Cases Heard But Not Decided 


2a, Don Ricardo's Restaurant, Inc., 42025 (AP) 

2b. Padrino's, Inc., 42029 (AC) 

3. 	 John Richard Dudley, 253691 (KH) 

H2. 	 Franchise and Income Tax Matters .............................................. Ms. Kelly 
" Opinion 

1. Affiliated Funding Corporation, 317945 

" Decisions 


2. Bruce H. Erler and Lynn N. Erfer, 294534 
3a. Stanley W. Gribble, 354879 
3b. SWG Management Company, 354880 
4. 	 Ronald C. Nelson and Marie J. Nelson, 329716 
5. 	 Teresa Rothman, 380556 
6. 	 Catherine Wimby, 354090 
7, Constance Zorn, 317272 


" Opinion on Petition for Rehearing 

8. Larry Geisel and Rhoda Geisel, 358724 


" Matter for Board Consideration 

9. 	 Daniel V, Inc., 342609 
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STATE BOARD OF EQUALIZATION MEETING 	 WEDNESDAY, MAY 28. 2008 

H3. 	 Homeowner and Renter Property Tax 
Assistance Matters ........................................................................ Ms. Kelly 
~ Decision 

1. Savann Nhem, 379885 

~ Petition for Rehearing 


2. 	 Saliad Riyaz, 349075 

H4. 	 Sales and Use Taxes Matters ..................................................... Ms. Henry 
~ Relief of Penalty/Interest 

1. 	 Messer Griesheim Industries, Inc., 435576 (OHB) 
2. 	 PCS Leasing Co, L.P., 431274 (OHA) 

H5. 	 Sales and Use Taxes Matters - Credits, Cancellations, 
and Refunds ................................................................................. Ms. Henry 
~ Refund 

1. Owens & Minor Distribution, Inc., 306485 (OHB) 

H6. 	 Special Taxes Matters 

This matter is scheduled for Thursday, May 29,2008. 


There are no items for these matters: 

H7 Special Taxes Matters - Credits, Cancellations, and Refunds 

H8 Property Tax Matters 

H9 Cigarette License Fee Matters 

H10 Legal Appeals Property Tax Matters 


I. 	 Tax Program Nonappearance Matters 
(Contribution Disclosure forms not required pursuant to Gov. Code § 15626.) 

11. 	 Property Taxes Matters ................................................................... Mr. Gau 
~ Audits 

1. 	 CallTower, Inc. (7960) - "CF" 
2. 	 IP Networks, Inc. (7995) - "CF" 

12. 	 Offers-in-Compromise Recommendations .............. Ms. Ogrod/Ms. Fong 

1. Sharp Image Electronics, Inc, 
2. Fassel Mahmoud Elder 
3. Management Insultants L.P. 
4. James Steven Slack 
5. Fadel Mohammed Elwalani and Marina Elwalani 
6. Angie Wilder 

1 :30 p.m. Board Meeting Reconvenes·· 

Special Presentations 

Superior Accomplishment Awards Program 

Page 5 of 12 



STATE BOARD OF EQUALIZATION MEETING 	 WEDNESDAY, MAY 28,2008 

C. 	 Sales and Use Tax Appeals Hearing 
(Contribution Disclosure forms required pursuant to Gov. Code § 15626.) 

C4a. 	 Norman P. Shockley, Jr., 306953 (GH) 
'C4b. 	 Acclaim Technology, Inc., 341204 (GH) 


For Petitioner/Claimant: Norman Shockley, Jr., Taxpayer 

For Department: Cary Huxsoll, Tax Counsel 


F. 	 Public Hearing 

F1. 	 Proposed amendments to Sales and Use Tax Regulation 1807. 
Process for Reviewing Local Tax Reallocation Inquiries; and. 
adoption of Regulation 1828. Process for Reviewing Transactions 
and Use Tax Distribution fnquiries+ ............................................... Mr. Levine 

Regulations 1807, Process of Reviewing Local Tax Reallocation 
Inquiries, and 1828, Process for Reviewing Transactions and Use 
Tax Distributions, are proposed to be amended to institute regulatory 
changes to the processes for reviewing petitions for local tax 
reallocations and transition and use tax distributions. 

Administrative Session 

The following items are scheduled for Thursday, May 29, 2008. 

N. 	 Consent Agenda 
O. 	 Adoption of Board Committee Reports and Approval of Committee Actions 
P. 	 Other Administrative Matters 

Q. 	 Closed Session 
These items are scheduled for Thursday, May 29, 2008. 

Adjourn - The meeting will reconvene on Thursday, May 29, 2008, at 9:30 a.m. 

If you wish to receive this Notice and Agenda electronically, you can subscribe at 
www.boe.ca.gov/agenda. 

If you would like specific information regarding items on this Notice and Agenda, please 
telephone (916) 322-2270 or e-mail: Meetinglnfo@boe.ca.gov. Please be advised that 
material containing confidential taxpayer information cannot be publicly disclosed. 
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STATE BOARD OF EQUALIZATION MEETING 	 WEDNESDAy, MAY 28, 2008 

The hearing location is accessible to people with disabilities. Please contact Claudia 
Madrigal at (916) 324-8261, or e-mail Claudia.Madrigal@boe.ca.gov if you require 
special assistance. 

Diane G. Olson, Chief 
Board Proceedings Division 

* 	 Public comment on any committee agenda item will be accepted at the beginning 
of the committee meeting. 

** 	 Public comment on any agenda item, other than a Closed Session item or an 
item which has already been considered by a Board Committee, will be accepted 
at that meeting. 

+ 	 Material is available for this Item. 

++ 	 Material will be available at a later date. 

"CF" 	 Constitutional Function - The Deputy State Controller may not participate in this 
matter under Government Code section 7.9. 
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STATE OF CALIFORNIA 

STATE BOARD OF EQUALIZATION 	 BETTYT. YEE 
First District, San Francisco450 N STREET, SACRAMENTO, CALIFORNIA 

PO BOX 942879, SACRAMENTO, CALIFORNIA 94279-0080 BI.LL LEONARD 
Second District, OntariO/Sacramento(916) 322-2270. FAX (916) 324-3984 

www.boe.ca.gov 	 MICHELLE STEEL 
Third District, Rolling Hills Estates 

STATE BOARD OF EQUALIZATION MEETING 	 JUDY CHU, Ph.D. 
Fourth District. Los Angeles

450 N Street, Room 121, Sacramento 
JOHN CHIANG

May 28-29, 2008 State Controller 

NOTICE AND AGENDA 
RAMON J. HIRSIG

Meeting Agenda (as of 5/23/08, 11 :43 a.m.) 	 Executive Director 

Agenda Changes 

Webcast Audio on Thursday, May 29, 2008 

Thursday, May 29, 2008 

9:30 a.m. Board Meeting Reconvenes·· 

Agenda items occur in the order in which they appear on the agenda. When 
circumstances warrant, the Board's Chair, Dr. Chu, may modify the order of the items 
on the agenda. Items may be postponed to a subsequent day; however, items will not 
be moved to an earlier day. 

Board Meeting-

Board Member Annual Photograph 

Special Presentation ......................................................................................... Dr. Chu 
);> Presentation of Retirement Resolution 

Joseph D. Young 

State Assessed Properties Value Setting 

Property Tax Matter++ - "CF" .................................................................. Mr. Siu 


Board sets unitary values of state-assessed properties annually, on or before 
May 31. The Board is required to value and assess all the taxable property within 
the state that is to be assessed by it, pursuant to section 19 of Article XIII of the 
Constitution and any legislative authorization there under. 

H. 	 Tax Program Nonappearance Matters - Adjudicatory 

(Contribution Disclosure forms required pursuant to Gov. Code § 15626.) 


H6 	 Special Taxes Matters ..................................................................... Mr. Gau 
);> Denial of Relief of Penalty 

1. 	 Republic Indemnity Company of California, 298649 (ET) - "CF" 
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Oral Hearing 

C. 	 Sales and Use Tax Appeals Hearing 
(Contribution Disclosure forms required pursuant to Gov. Code § 15626.) 

C5. 	 Princess House, Inc., 380967 (OHB) 
For Petitioner: 	 Daniel L. Murphy, Taxpayer 

Michael R. Carchedi, Taxpayer 
Stacey Matthew, CPA 
Scot Grierson, CPA 
Rex Halverson, Representative 
Andrew Wilson, CPA 

For Department: 	 Cary Huxsoll, Tax Counsel 

Chief Counsel Matters 

J. 	 Rulemaking 

J1. 	 Proposed Amendments to Board of Equalization Rules for Tax Appeals 
(Cal. Code Regs., tit. 18, § 5000 et seq.)+ ...................................... Ms. Scott 

Proposal to adopt Section 100 changes to Rules for Tax Appeals 
regulations, which correct grammatical errors in specified sections. 

l. 	 Property Taxes 

L1. State Assessee Property Tax Appeals Procedures+ .................. Mr. Ambrose 


Alternative proposals for distribution of unsolicited late materials and 
revision of hearing summaries 

Administrative Session 

N. 	 Consent Agenda .................................................................................. Ms. Olson 

N1. Retirement Resolutions+ 
• Maria Socorro L. Concepcion 
• Thomas A. Gonzales 
• Sharon A. Hamilton 
• Galen G. Hardin 
• Loretta R. Lopez 
• Mabel Mar 
• Marco W. Morales 
• Larry D. Rackley 
• Spencer B. Stallings, Jr. 
• Patty Taylor 
• Victoria T. Winter 
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N2. 	 Approval of Board Meeting Minutes+ 
• 	 March 18-19,2008 
• 	 April 8, 2008 

N3. 	 Adoption of 4-R Act Equalization Ratio for 2008-09+ 

O. Adoption of Board Committee Reports and Approval of Committee Actions 

01. 	Property Tax Committee 
02. 	Customer Services and Administrative Efficiency Committee 

P. Other Administrative Matters 

P1. 	 Executive Director's Report ........................................................ Mr. Hirsig+ 


a. 	 Headquarters Building Remediation Update 

b. 	 Headquarters Planning Effort Update 

c. 	 Report on time extensions to Butte, Kern, Mariposa, Monterey, Placer, 
Santa Cruz and Tulare Counties to complete and submit 2008-09 Local 
Assessment Roll, pursuant to Revenue and Taxation Code section 155+ 

d. 	 Report on suggestions submitted at 3/18/08 Business Taxpayers' 
Bill of Rights Hearings - refund claims filed by hospitals+ ....... Mr. Gilman 

P2. 	 Chief Counsel Report 

There are no items for this matter. 


P3. 	 Deputy Director's Report 

a. 	 Sales and Use Tax .................................................................. Ms. Henry 


1. 	 Enhancing BOE Collections+ 

b. 	 Property and Special Taxes 

There are no items for this matter. 


c. 	 Administration ...................................................................... Ms. Houser 


1. Interagency Agreement Contracts Over $1 Million+ 

• California Department of Toxic Substances Control+ 
• California Department of Motor Vehicles+ 
• 	 California Department of Technology Services+ 
• 	 Bank of America+ 
• 	 Hygiene Technologies International, Inc.+ 

2. 	 Purchases Over $1 Million 
• 	 Dell Marketing+ 

3. Update on Proposed Fiscal Year 2008-2009 Budget++ 
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Announcement of Closed Session ............................................................... Ms. Olson 


Q. Closed Session 

Q1. 	 Discussion and approval of staff recommendations regarding settlement 
cases (Rev. & Tax. Code §§ 6901,7093.5,30459.1 and 50156.11) 

Q2. 	 Pending litigation: BARNESANDNOBLE. COM LLC v. State Board of 
Equalization, San Francisco County Superior Court, Case Number 456465; 
First District Court of Appeal, Case Number A 120834 
(Gov. Code § 11126(e)} 

Q3. 	 Pending litigation: BARNESANDNOBLE.COM LLC v. Betty T. Yee, Bill 
Leonard, Michelle Steel, Judy Chu, John Chiang, Wayne Hopkins, Joseph 
D. Young, United States District Court, Eastern District of California, 
Case Number 2:07-cv-02776-WBS-K ..IM (Gov. Code § 11126(e» 

Q4. 	 Pending litigation: Nortel Networks Inc. v. State Board of Equalization, 
Los Angeles County Superior Court, Case Number BC341568L 
(Gov. Code § 11126(e» 

Q5. 	 Pending litigation: Status of Computer Service Tax Cases--San Francisco 
County Judicial Council Coordination Proceeding No. 4442; 
Mohan et a/. v. Dell, Inc. et a/.; Dell Inc. et a/. v. California State Board of 
Equalization; San Francisco County Superior Court Case No. CGC 03 
419192 (Gov. Code § 11126(e» 

Q6. 	 Pending litigation: Schroeder, et a/. v. State Board of Equalization, et a/. 
Superior Court of California for Sacramento County, Case Number 
34-2008-00004467-CU-MT-GDS (Gov. Code § 11126(e)(2)(B)(i» 

Q7. 	 Discussion and action on personnel matters (Gov. Code § 11126(a)) 

Announcement of Open Session .................................................................. Ms. Olson 


Adjourn 

If you wish to receive this Notice and Agenda electronically, you can subscribe at 
www.boe.ca.gov/agenda. 

If you would like specific information regarding items on this Notice and Agenda, please 
telephone (916) 322-2270 or e-mail: Meetinglnfo@boe.ca.gov. Please be advised that 
material containing confidential taxpayer information cannot be publicly disclosed. 

Page 11 of 12 

mailto:Meetinglnfo@boe.ca.gov
www.boe.ca.gov/agenda
http:BARNESANDNOBLE.COM
http:50156.11


STATE BOARD OF EQUALIZATION MEETING 	 THURSDAY, MAY 29, 2008 

The hearing location is accessible to people with disabilities. Please contact Claudia 
Madrigal at (916) 324-8261, or e-mail Claudia.Madrigal@boe.ca.gov if you require 
special assistance. 

Diane G. Olson, Chief 
Board Proceedings Division 

* 	 Public comment on any committee agenda item will be accepted at the beginning 
of the committee meeting. 

** 	 Public comment on any agenda item, other than a Closed Session item or an 
item which has already been considered by a Board Committee, will be accepted 
at that meeting. 

+ 	 Material is available for this Item. 

++ 	 Material will be available at a later date. 

"CF" 	 Constitutional Function - The Deputy State Controller may not participate in this 
matter under Government Code section 7.9. 
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BOARD COMMITTEE MEE,.ING MINUTES STATE OF CALIFORNIA 

BOARD OF EQUALIZATION 

~ BOARD OF EQUALIZATION 

~: BUSINESS TAXES COMMITTEE MEETING MINUTES 
HONORABLE BETTY T. YEE, COMMITTEE CHAIR 


450 N STREET, SACRAMENTO 


MEETING DATE: JANUARY 31, 2008, TIME: 9:30 A.M. 


ACTION ITEMS & STATUS REpORT ITEMS 

Agenda Item No: 1 

Title: Proposed amendments to Sales and Use Tax Regulation 1807, Process 
for Reviewing Local Tax Reallocation Inquiries, and Regulation 1828, 
Process for Reviewing Transactions and Use Tax Distributions 

Issue/Topic: 

Proposed regulatory changes to the processes for reviewing petitions for local tax reallocations 
and transaction and use tax redistributions. 

Committee Discussion: 

Board Members discussed the proVISIOns of proposed Regulation 1807(d)(4) regarding 
postponement of Board hearings following the issuance of a Supplemental Decision & 
Recommendation (SD&R) by the Appeals Division. Members expressed concern that the 
proposed revision to the regulations providing for postponements shift discretion from the Board 
to staff and has not been considered in the light of the BOE's current Rules of Practice or 
recently promulgated Rules for T(1.'( Appeals. 

Interested parties addressed the Committee in support of Alternative 2 and explained that they 
believe Regulations 1807 and 1828 should include a prospective date and a transition rule to 
preserve their right to argue that cases filed prior to the adoption of the regulations are open, 
including cases identified as denied by Board Management under the 1996 guidelines operative 
prior to the promulgation of the current Regulation 1807 and 1828. Staff explained its belief that 
the appeal cases interested parties are concerned about were closed long ago, so that including 
the transition rule unnecessarily prolongs the argument that those cases remain open. 

Committee Action/RecommendationlDirection: 

Motion 1 - Postponement Following SD&R - Regulations 1807 and 1828 
Ms. Yee made a motion to retain the first sentence of 1807(d)(4) and 1828(d)(4) and delete the 
remaining language under those subdivisions. The motion was seconded by Mr. Leonard and 
carried without objection. 
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L MEMBER Yee Leonard I Steel Chu Mandel 

I VOTE Y Y i Y Y Y 
I 
i 

Motion 2 - Transition Rule - Regulations 1807 and 1828 

Upon motion by Mr. Leonard, seconded by Ms. Yee, the Committee approved the remainder of 
the regulations as proposed in Alternative 2. Alternative 2 included the transition rule language 
for Regulation 1807 submitted by MuniServices on January 30, 2008 at 4:43 P.M. and 
substantially identical transition rule language for Regulation 1828. 

The vote was as follows: 

MEMBER Yee Leonard Steel Chu Mandel 

VOTE y Y Y Y Y 

Motion 3 - Authorization to Publish - Regulations 1807 and 1828 
Ms. Mandel moved to authorize for publication of the proposed Regulations 1807 and 1828. The 
motion was seconded by Ms. Yee and carried without objection. 

MEMBER Yee Leonard Steel Chu Mandel 

VOTE y Y Y Y Y 

Copies of the proposed amendments to Regulations 1807 and 1828 are attached. 

lsI T. Yee 

Honorable Betty T. Yee, Committee Chair 

lsi Ramon J. 
Ramon J. Hirsig, Executive Director 

BOARD APPROVED 

at the February 1, 2008 Board Meeting 
------~~------

lsi Diane Olson 

Diane Olson, Chief 

Board Proceedings Division 
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RegulatioR 1807. PROCeSS FOR ReVieWING lOCAl TAX ReAllOCATION INQUIRieS. 

RefeffiAGe; SealieAs 7209 ami 722d, R9'IE!Atle and Taxatien Cede 

(a) DEFINITIONS. For inquiries uneer Revenue and Taxation Code section 6066.3, see subeivision (g) of this regulation. 

(1) INQUIRIt>IG JURISDICTIONS AND TFiEIR CONSULT,I\NTS (IJC). "lnEluiring Juriseictions and their Consultants 
(IJC)" rneans any Gity, ooun1;', Gity ane oounty, or transactiens anEi use tax eistrict of this state whiGh has aEiopted a sales 
or transactions ane use tax ordinanoo and ''''hiGh has enterod into a oontract 'lAth the Board te perform all funstions 
incidental to the adrninistration or oporation of the sales or transactions and use tax ordinanoo of the city, oounty, city and 
oounty, er transactions and use tax district of this stato. EXGapt for subrnittals under Revenue and Taxation Code section 
6066.a. IJC also inoludes any oonsultant that has entered into an agreernent 'llith the oi1;'. ooun1;', oity and oounty, or 
transactions and use tax distROt. and has a current resolution filed with the Board whiGh authorizes one (OF rnore) of its 
offiGials, ernployees, or other deSignated persons to exarnine the apprepriate sales, transactions, and use tax reGards of 
the Soard. 

(2) CLAIM (INQUIRY) OF INCORRECT OR NON DISTRIBUTlml OF LOCAL TJ\X. Exoept for subrnittals under 
Revenue and Taxation Code sestion 6066.a, "Glairn or inEluiry" rneans a written FOEluest frorn an IJC for investigation of 
suspested irnproper distribution of looal tax. The inEluiry rnust oontain sufficient factual data to support the probability that 
10GaI tax has been erroneously alioGated and distRbuted. Suffioient faotual data rnust inolude at a rninirnurn all of the 
follevJing for eaoh business 10Gation being questioned: 

(A) Taxpayer narne, inoluding owner narne and fistitious business narne or d.b.a. (doing businoss as) 
designation. 

(8) Taxpayer's perrnit nurnber or a notation stating "No Perrnit Nurnber." 

(C) Cornplete business address of tho tal<payer. 

(D) Cornplete desORption of taxpayer's business activity or acti'lities. 

(E) Specifio reasons and evidenoe why the tal<payer's alioGation is Eluestioned. In Gases where it is subrnitted 
that the looatien of the sale is an unregistered 10Gation, evidenGe that the unregistered looation is a selling IOGation or that 
it is a plaoe of b~siness as defined by Regulatien 1802 rnust be s~brnitted. In Gases that involve shiprnonts frorn an out 
of state looation and olairns that the tax is sales tax and not use tax, e~<jdenoo rnust be sUBrnitted that there was 

partioipation by an in state offiGa of the out ef state rotailer and that title to the geods passed in this state. 

(F) Narne, title, and phone nurnber of the oontact person. 

(G) The tax reporting periods involved. 

(3) DAH:: OF KNO\iltLEDGE. "Date of kno'tAedge" shall be the date the inquiry of suspected irnproper distriButien ef 
10GaI tax that oontains the facts required by subdivision (a)(2) of this regulation is reooi'led By the Board, unless an earlier 
suoh date is operationally dOG~rnented by the 80ard. If the IJC is not aBle to OBtain the above rninirnurn factual data, but 
provides a letter .....Uh the inquiry doournenting IJC efforts te obtain eaoh of the facts reEluired by subdivision (a)(2) of this 

regulation, the Beard ' ....'ill ~se the date this inquiry is reoei'/ed as the date of kno'...~edge. 

(4) 80ARD MANAGEMENT. "80ard Managernent" oonsists of the ExeGuti'Je Director, Chief Counsel, Assistant Chiof 

Ceunsel for Susiness Taxes, and the Deputy Direoter of the Sales and Use Tax Departrnent. 

(9) INQUIRIES. 

******************** 

The proposed amendments contained in this document may not be adopted. Any revisions that are adopted may differ from this text. 
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(1) SUBMITTING INQUIRIES. Every inquiry of local tax allocation must be submitted in 'Nriting and shall inolude the 
infermation set ferth in subdi',eision (a)(2) of this reglilation. Exoept fer submittals under Revenue and Taxation Code 
section egee.a, all inql:liFies are te bo sent directly to the Allocation Group in the Refund Sootion of the Board's Sales and 
Use TaK Departrnent 

(2) ACKNOlNLEDGEMHIT OF INQUIRY. The Allocation Group >JAil acknO'Nledgo inquiries. Acknowledgernent of 
receipt does not rnean that the inquiry qualifies to ostablisR a date of kno,.+Jledge under subdi\'ision (a)(2) of this regulation. 
The Allecation Grol:lP will re'/iew the inquiry and notify tRe IdC if the inquiry eoes not €!ualify te estal3lish a date of 
knowledge. 

(6) REVIEW PROCESS. 

(1) REVIEVV SY ALLOC,J\TION GROUP SUPERVISOR. The AlioGation Grol:lp will investigate all aooopted in€!uiries. 
If the Allooation Grol:lp ooncludes that a rnisallocation has not oOGlolfrod and reoornrnends that a re€!uest fer realloeation be 
denied, tRO IdC \'1m l3e notified of the reoornrnendation and allowod ao Gays frorn tRO Gato of rnailing of tho notiGO of Gonial 
to oontast tho Allooation Greup Supervisor to discuss the denial. The Allecation Group's notification that a misallooation 
has not eGGurree rnl:lst state the specific facts on whioh the oonoll:lsion was basee. If the IdC oontacts the Allooation 
Grol:lp Sl:lpervisor, the IdC rnllst state the speoific faots en whioh its eisagreernent is l3ased, ane sl:lbrnit all additional 
inforrnation in its possession that supports its position at tRis tirne. 

(2) REVIEVV BY REFUND SECTION SUPERVISOR. Sl:lbseqllent to tRO sl:lbrnission of additional inforrnation by the 
IdC, if the Allocation Grolill Supervisor upRolds the denial, the IdC will be ae'lised in writing of the decision and that it Ras 
ao days frorn the date of rnailing of the deeision to file a "petition for realloeation" with tho Refund Sedion Suporvisor. The 
petition fer reallocation rnust state tRe specifio reasons of disagreernent with the ,II,lIocation Group Slipervisor's findings. If 
a petition fer reallooation is filod by tho IdC, the Refund Sedion Supervisor ' ....ill review tRe F9€ll:lest for realloeation and 
deterrnine if any additional staff in'Jestigation is warranted prior to rnaking a deoision. If no basis for reallocation is feund, 
the Iletition v.~11 be foF\'l8rded to tRe Local Tax Appeals ..\uditor. 

(3) REVIEW BY LOCAL TAX APPE/\LS AUDITOR ,J\fter tRe petition is forv.<arGed to tho Losal TaK Appoals Alleitor a 
eonferenGO betvleen the Local Tax Appeals Auditor and tho IdC 'fAil bo sohedulod. Tho IdC rna;<, however, at its option, 
Ilrovide a '.witten brief instead of attending the oornofenoe. If a oonferenoe is held, the Losal TaK Appeals Auditor will 
oonsider oral argl:lmonts, as well as roview rnaterial Ilreviously presented by both the IdC and tho Sales and Use Tax 
Departrnent. The Local Tax AIlPoats Aliditor v.'ilI prepare a 'Nritten Deoision and Reoornmendation (D&R) detailing tho 
facts and law invol",ed and tho oonGtl:lsions reaahed. 

(4) REVIEIN BY BOARD MANAGEMBIT. If tRe D&R's reoornrnendation is te deny the petition, the IdC \'AII have 30 
days frorn the date of rnailing of tRe D&R to file a written requost for rO'/ie'I" of the D&R 'lAth Board Managoment. The 
reql:lest rnl:lst state tRe speaifie reasons of disagreernent with the D&R and subrnit any additional inforrnation that supports 
its position. Board Managernont ' ..All only oonsider the petition and will not rneet 'Nith the IdC. The I.JC will be notified in 
writing of the Board Managornent's deeision. If a written re€!uest for reVi9'N of the D&R is not filed with Board 
Managernent within the ag day period, the D&R beeernes final at the expiration of that period. 

(5) REVIEW BY BG.'\RD MEMBERS. If Boare Managernent's deoision is adverse to the IdC, the IJC rnay file a 
petition for hearing by the Soard. TAe petition for hearing rnust state the specifio reason fer eisagreoment with Board 
Managernent findings. 

(At) PetitioR for HeariRg, The IdC shall file a petition for hearing \'Ath the Beard Prooeedings Division ' ....ithin gg 
days of the date of rnailing of Board Management's dooision. If a petition for hearing is not filed within the gO day period, 
the Soard Managornont's deeision booomos final at the expiration of tRat period. 

(H) ParseRS to ba Netifiea of tl:1a Heard HaaFiRg. After resoiving the IdC's petition for hoaring, the Board 
Proeeedings Division '.vill notify the IdC and the following persons of tho Board Roaring: 

1. The taKpayer(s) whose allocations are the sl:ll:ljeot of the potition. 

******************** 

The proposed amendments contained in this document may not be adopted. Any revisions that are adopted may differ from this text. 
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2. All jurisdictions that 'h'Ould be substantially affeGtod if the Board does not uphold the taxpayer's oRQinal 

alioGation (including the jurisdictions within the statO'.vide and GOuntyNide pools that would gain or lose monoy selely as a 
result of a roallocation to or from the pools in which they participate). For the purpose of this subdivision a jurisdiction is 

"substantially affected" if its total reallo08tion would increase or decrease by the amount of 6% of its avorage quarterly 
allo08tion (generally, the prior four O8lendar quarters) or $50,000, whichever is less, as a result of a reallo08tioA of the 
taxpayer's original alloGation. 

The notifiGation will state that the elaimed misallocation is being placed on the Board's ~earing Calendar to determine the 
preper allo08tion and that the IJC and all jurisdictions so notified are GOnsidered parties to the hearing. 

IC) The Hearing and Parties te the Hearing. The petitioning IJC and all jurisdiotions notifies of the Board 
hearing pursuant to subdivision (c)(6)(B) are parties to the Board hearing. The taxpayer, hO'No'o'or, shall not be 
considerea a "party" vlithin the meaning ef this regulation unless it actively partioipates in the hearing preoess by either 
filing a brief or makinQ a pr:esentation at the hearing. The hearing shall be GOnducted in aCGOrdance 'Nith sections 6070 to 
5087 of the Rules ef Practice. The Board will make a final decision at the hearing on the preper alloeation. The Board's 
deeision exhausts all parties' administrati',<e remedies on tho matier. 

(D) Presentation of New E'Jidenoe. If nO'N arguments or e'+'idenee not pre~'iously presented at the prior le'.'els 
of review are presented after Board Management's re ...iO'.... and prier to the hearing, the Board Proeeedings Division shall 
forward the new arguments er e ...idenee to the Lo08I Tax Appeals Auditor for re ...iO'N and reGOmmendation te the Board. 
NotwUhstanding subdi'/ision (e)(6)(C) of this regulation, no new O'Jisence or arguments not pre\,'iously presented at the 
prier le'.'els of re'/iew or censidered by the Lo08I Tax Appeals Auditor may be pr:esented at the Board hearing. 

(Ell TIME LIMITATIONS. 

(1) An IJC ..'lill be limited to one 30 day el!tonsion of the time limit established for eaeh level of re'liO'# threugh the 
Board Management le ...eL 

(2) If action is not taken beyond aeknowlodgement on any inquiry for a Fleriod ef six months at any level of re...iew, the 
IJC may reEjuest advanoement to the next le...el ef review. r;or the purpose of these FlFOcedures, "action" means taking tho 
steps neoessary to resolve the inEjuiry. 

(3) By following the time limits set forth in subdi ...isions (0), (d)(1) and (d)(2), any date of knO'..Aedge established by the 
original inquiry vlill remain open O'/en if additional SUFlPorting information is pro>iided prior to elosure. If the time limits or 
any extensions are not met, or if elosure has ooourred, any additional supporting decumentation submities will establish a 
no,.... date of knO'Nlodgo as of the date of receipt of the new information. 

tel APPEAL RIGHTS OF JURISDICTIONS THAT Will LOSE REVENUE AS THE RESUlT OF A REALLOCATION. 

(1) If at any timo during the re'liew FlFOcess prior to Board hearing, the Boara's inIJostigation determines that a 
misalioGation has ooourred, any jurisdiction that will lose 5% ef its average quartoFly allocation (generally, the prior four 
oalondar quarters) or $60,000, .....hiehover is less, will be informed of the deeision and be allowed 30 days from the sate of 
mailing the notice, to GOnlast tho Allocation Greup to discuss the proposed realleGation. Tho lOSing jurisdiction may follow 
the same appeals precedure as described in subdi"'isions (c) and (d) of this regulation. "Losing jurisdiction" ineludes a 
gaining jurisdiction 'tmere the original deCision in fa'JOr ef the gaining jurisdiction was overturned in favor of a pFO'Jiously 
losing jurisdiction. The reallocation will be postponed until the period for the losing jurisdietion to reEjuest a hearing with 

the Allocatien Group has oxpired. 

(2) If Ihe losing jurisdiction GOntaets the AIIoGation Group prior to Board hearing, and subsequently petitions the 

preposed reallo08tion, the realloeation postponement vlill be extended pending the final outcome of the petitien. 

(f) liMITATION PERIOD fOR RiDISTRI8UTlONS. Redistributions shall not inolude amounts orisinally distril:luted 
earlier than WJO quarterly pori ods prior to the quarterly period in which the Board obtains knowledge of the impreper 
distribution. 

(g) APPLICATION TO SliCTION &0&&.3 INQUIRIES. 

******************** 

The proposed amendments contained in this document may not be adopted. Any revisions that are adopted may differ from this text. 
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(1) The pFOced~res set forth herein for s~bmitting information to the Board conceming impFOper distrib~tions are in 
addition to, b~t separate and apart from, any prooed~res established ~nder the a~thority of Revenue and Taxation Code 
section 6068.;' fer making inquiries regarding impFOper distributions. If inquiries rogareing suspected improper distribution 
of local tax aro rocoived both under the prooedures set forth herein and seotion 6066.;', duplicate submissions will not be 
pFOoessed. The date of the earliest submission shall be oontFOlling as to ',..,hether the request is to be handled under the 
previsions of this regulation or section 6066.;', and the date of knowledge shall be established under the oontFOlling 
pFOoedure. 

(2) The terms and pFOcedures set forth in suiadivision (c)(2) thFOugh (0)(5) of this regulation shall also apply to 
appeals from reallocation determinations made under Revenue and Taxation Code section 6066.3. 

(ttl The pFOvisions of this FOgulation shall ap!3ly to FOaliocation inquiries and a!3peals filed after January 1, 200J. Inquiries 
and appeals filed pRor to this date shall oontinue to be subject te the existing inquiries and aP!3eals !3FOoedures oontained 
in the "Process for Re\,iewing Reallocation Inquiries", (Juno 1996, ameneed October 1998) inoor!3oratod herein by 
referenoe in it entirety. He>#e>..er, for inquiries filed prior to January 1, 200a, the IJC may eleot in writing to pFOoeed under 
tho !3FOvisions of this regulation as to a!3!3eals not already deoided er initiated. In Stloh oases, faillolFe to FRake SOlsh \'lfitten 
electien prior to ap!3ealing to the next step of revie',.., uneer the existing proceduFOs shall constitute an election not to 
!3FOoeed uRder the !3rO\'isions of this regulation. If written election to proceed uRder the pro\'isions of this regulation is 
made, the pFO';isioRs of this regulation beoome ap!3licaele the date the electioR is received by the Board. Noither election 
shall be subject to revocation. 

********.*********** 
The proposed amendments contained in this document may not be adopted. Any revisions that are adopted may differ from this text. 
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Regulation 1807. PETITIONS FOR REALLOCATION OF LOCAL TAX. 

Reference: Sections 7209 and 7223. Revenue and Taxation Code 

(a) DEFINITIONS. 

(I) LOCAL TAX. "Local tax" means a local sales and use tax adopted pursuant to Revenue and 
Taxation Code section 7200, et seq., and administered by the Board. 

(2) JURISDICTION. "Jurisdiction" means any city, county, city and county, or redevelopment 
agency which has adopted a local tax. 

(3) PETlTIQN. "Petition" means a request or inquiry from a jurisdiction, other than a submission 
under Revenue and Taxation Code section 6066.3, for investigation of suspected misallocation of 
local tax submitted in writing to the Allocation Group of the Sales and Use Tax Department. The 
petition must contain sufficient factual data to support the probability that local tax has been 
erroneously allocated and distributed. Sufficient factual data should include, for each business 
location being questioned: 

(A) Taxpayer name, including owner name and fictitious business name or dba (doing 
business as) designation. 

(B) Taxpayer's permit number or a notation stating "No Permit Number." 

(Cl Complete business address of the taxpayer. 

(D) Complete description of taxpayer's business activity or activities. 

(E) Specific reasons and evidence why the taxpayer's allocation is questioned. If the petition 
alleges that a misallocation occurred because a sale location is unregistered, evidence that the 
questioned location is a selling location or that it is a place ofbusiness as defined by California Code 
of Regulations, title 18, section 1802. If the petition alleges that a misallocation occurred because 
the tax for a sale shipped from an out~of~state location was actually sales tax and not use tax, 
evidence that there was participation in the sale by an in-state office of the retailer and that title to 
the goods passed to the purchaser inside California. 

(F) Name, title, and telephone number of the contact person. 

(G) The tax reporting periods involved. 

"Petition" also includes an appeal by a jurisdiction from a notification from the Local 
Revenue Allocation Unit of the Sales and Use Tax Department that local taxes previously allocated 
to it were misallocated and will be reallocated. Such a jurisdiction may object to that notification by 
submitting a written petition to the Allocation Group within 30 days of the date of mailing of the 
notification. The petition must include a copy of the notification and specify the reason the 
jurisdiction disputes it. If a jurisdiction does not submit such a petition within 30 days of the date of 
mailing of the notification, the notification of the Local Revenue Allocation Unit is final as to the 
jurisdiction so notified. 

(4) PETITIONER. "Petitioner" is a jurisdiction that has filed a valid petition. 

******************** 
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(5) DATE OF KNOWLEDGE. Unless an earlier date is operationally documented by the Board, 
"date of knowledge" is the date on which the Allocation Group receives a valid petition. Where a 
misallocation that is reasonably covered by the petition is confirmed based on additional facts or 
evidence supplied by the petitioner or otherwise learned as a direct result of investigating the 
petition, the date of knowledge is the date on which the Allocation Group received the petition. 

(6) SUBST ANTI ALL Y AFFECTED JURlSDICTION. "Substantially affected jurisdiction" is a 
jurisdiction for which the decision on a petition would result in a decrease to its total allocation of 5 
percent or more of its average quarterly allocation (generally determined with reference to the prior 
four calendar quarters) or of $50,000 or more, and includes a jurisdiction whose allocation will be 
decreased solely as the result of a reallocation from the statewide and applicable countywide pools. 

(7) NOTIFIED JURlSDICTION. "Notified jurisdiction" is a jurisdiction that has been notified as a 
substantially affected jurisdiction. 

(b) REVIEW BY ALLOCATION GROUP. 

(1) The Allocation Group will promptly acknowledge a submission intended as a petition. 

(2) The Allocation Group will review the petition and issue to the petitioner a written decision to 
grant or deny the petition, including the basis for that decision. The written decision will also note 
the date of knowledge, and if other than the date the petition was received, will include the basis for 
that date. A reallocation will be made if the preponderance of evidence, whether provided by 
petitioner or obtained by Board staff as part of its investigation of the petition, shows that there was 
a misallocation. If the preponderance of evidence does not show that a misallocation occurred, the 
petition will be denied. 

(3) If the Allocation Group does not issue a decision within six months of the date it receives a valid 
petition, the petitioner may request that the Allocation Group issue its decision without regard to the 
status of its investigation. Within 90 days of receiving such a request, the Allocation Group will 
issue its decision based on the information in its possession. 

(4) If the decision of the Allocation Group is that the asserted misallocation did not occur and that 
the petition should be denied, in whole or in part, the petitioner may submit to the Allocation Group 
a written objection to the decision under subdivision (b)(6). 

(5) If the decision of the Allocation Group is that a misallocation did occur, it will also mail a copy 
of its decision to any substantially affected jurisdiction. Any such notified jurisdiction may submit 
to the Allocation Group a written objection to the decision under subdivision (b)(6). 

(6) The petitioner or any notified jurisdiction may appeal the decision of the Allocation Group by 
submitting a written objection to the Allocation Group within 30 days of the date of mailing of the 
Allocation Group's decision, or within a period of extension authorized by subdivision (b)(9). lfno 
such timely objection is submitted, the decision of the Allocation Group is final as to the petitioner 
and all notified jurisdictions. 
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(7) If the petitioner or a notified iurisdiction submits a timely written objection to the decision of the 
Allocation Group, the Allocation Group will consider the objection and issue a written supplemental 
decision to grant or deny the objection, including the basis for that decision. A copy of the 
supplemental decision will be mailed to the petitioner, to any notified jurisdiction, and to any other 
jurisdiction that is substantially affected by the supplemental decision. 

(8) The petitioner or any notified jurisdiction may appeal the supplemental decision of the 
Allocation Group by submitting a written objection under subdivision (c)f!) within 30 days of the 
date of mailing of that supplemental decision, or within a period of extension authorized by 
subdivision (b)(9). If no such timely objection is submitted, the supplemental decision of the 
Allocation Group is final as to the petitioner and all notified jurisdictions. 

(9) The petitioner or any notified jurisdiction may request a 30-day extension to submit a written 
objection under subdivision (b)(6) or under subdivision (b){8), as applicable. Such request must 
provide a reasonable explanation for the requesting jurisdiction's inability to submit its objection 
within 30 days, must be copied to all other jurisdictions to whom the Allocation Group mailed a 
copy of its decision or supplemental decision (to the extent known by the requesting jurisdiction), 
and must be received by the Allocation Group within 30 days of the date of mailing of its decision or 
supplemental decision. Within five days of receipt of the request, the Allocation Group will mail 
notification to the petitioner and to all notified jurisdictions whether the request is granted or denied. 
If a timely request for an extension is submitted, the time for the petitioner and any notified 
jurisdiction to file a written objection to the decision or supplemental decision of the Allocation 
Group is extended to 10 days after the mailing of the notice of whether the request is granted or 
denied. If the request is granted, the time for the petitioner and all notified jurisdictions to submit a 
written objection to the decision or supplemental decision of the Allocation Group is further 
extended to the 60lh day after the date of mailing of the decision or supplemental decision. 

(el REVIEW BY APPEALS DIVISION. 

(1) The petitioner or any notified jurisdiction may appeal the supplemental decision of the 
Allocation Group by submitting a written objection to the Allocation Group within 30 days of the 
date of mailing of the Allocation Group's supplemental decision, or within a period of extension 
authorized by subdivision (b)(9). Such an objection must state the basis for the objecting 
jurisdiction's disagreement with the supplemental decision and include all additional information in 
its possession that supports its position. 

(2) If a timely objection to its supplemental decision is submitted, the Allocation Group will prepare 
the file and forward it to the Appeals Division. The petitioner, all notified jurisdictions, and the 
Sales and Use Tax Department will thereafter be mailed notice of the appeals conference, which will 
generally be sent at least 45 days prior to the scheduled date of the conference. 

(A) Petitioner or any notified jurisdiction may continue to discuss the dispute with staff of the Sales 
and Use Tax Department after the dispute is referred to the Appeals Division. If, as a result of such 
discussions or otherwise, the Sales and Use Tax Department decides the supplemental decision of 
the Allocation Group was incorrect or that further investigation should be pursued, it shall so notify 
the Appeals Division, the petitioner, and all notified jurisdictions. 

******************** 
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(8) If the Department sends notice to the Appeals Division in accordance with the subdivision 
(c)(2)(A) no later than 30 days prior to the date scheduled for the appeals conference, the Appeals 
Division will suspend its review and the dispute will be returned to the Department. The 
Department will thereafter issue a second supplemental decision, or will return the dispute to the 
Appeals Division along with a report of its further investigation, if appropriate, for the review and 
decision of the Appeals Division. 

(C) If the Department sends notice to the Appeals Division in accordance with subdivision (c)(2)(A) 
less than 30 days prior to the date scheduled for the appeals conference, the Appeals Division will 
decide whether the dispute should be returned to the Department or remain with the Appeals 
Division, and notify the parties accordingly. If the dispute is returned to the Department, the 
Department will thereafter issue a second supplemental decision, or will return the dispute to the 
Appeals Division along with a report of its further investigation, if appropriate, for the review and 
decision of the Appeals Division. 

(D) Where the Department issues a second supplemental decision in accordance with subdivision 
(c)(2)(B) or (c)(2)(C), it will send a copy of the decision to the petitioner, any notified jurisdiction, 
and any other jurisdiction that is substantially affected by the second supplemental decision, any of 
whom may appeal the second supplemental decision by submitting a written objection under 
subdivision (c)(1) within 30 days of the date of mailing of that supplemental decision, or within a 
period of extension authorized by subdivision (b)(9). If no such timely objection is submitted, the 
second supplemental decision is final as to the petitioner and all notified jurisdictions. 

(3) The appeals conference is not an adversarial proceeding, but rather is an informal discussion 
where the petitioner, any notified jurisdictions who wish to participate, and the Sales and Use Tax 
Department have the opportunity to explain their respective positions regarding the relevant facts 
and law to the Appeals Division conference holder. To make the conference most productive, each 
participant should submit all facts, law, argument, and other information in support of its position to 
the Appeals Division conference holder, and to the other participants, at least 15 days before the date 
of the appeals conference; however, relevant facts and arguments will be accepted at any time at or 
before the appeals conference. If, during the appeals conference, a participant requests permission 
to submit additional written arguments and documentary evidence, the conference holder may grant 
that participant 15 days after the appeals conference, or 30 days with sufficient justification, to 
submit to the conference holder, with copies to all other participants, such additional arguments and 
evidence. Any other participant at the conference who is in opposition to the requesting participant 
on the issue(s) covered by the additional submission is allowed 15 days to submit to the conference 
holder, with copies to all other participants, arguments and evidence in response. No request by a 
participant for further time to submit additional arguments or evidence will be granted without the 
approval of the Assistant Chief Counsel of the Appeals Division or his or her designee. The Appeals 
Division on its own initiative may also request, at or after the appeals conference, further 
submissions from any participant. 

(4) Within 90 days after the final submission authorized by subdivision (c)(3t the Appeals Division 
will issue a written Decision and Recommendation (D&R) setting forth the applicable facts and law 
and the conclusions of the Appeals Division. The Chief Counsel may allow up to 90 additional days 
to prepare the D&R upon request of the Appeals Division. Both the request and the Chief Counsel's 
response granting or denying the request for additional time must be in writing and copies provided 
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to the petitioner, all notified jurisdictions, and the Sales and Use Tax Department. A copy of the 
D&R will be mailed to the petitioner, to all notified jurisdictions, to any other jurisdiction that will 
be substantially affected by the D&R, and to the Sales and Use Tax Department. 

(5) The petitioner or any notified jurisdiction may appeal the D&R by submitting a written request 
for Board hearing under subdivision (d)(1) within 60 days of the date of mailing of the D&R. 

(6) The petitioner, any notified jurisdiction, or the Sales and Use Tax Department may also appeal 
the D&R, or any Supplemental D&R (SD&R), by submitting a written request for reconsideration 
(RFR) to the Appeals Division before expiration of the time during which a timely request for Board 
hearing may be submitted, or if a Board hearing has been requested, prior to that hearing. If a 
jurisdiction or the Sales and Use Tax Department submits an RFR before the time for requesting a 
Board hearing has expired, the Appeals Division will issue an SD&R to consider the request, after 
obtaining whatever additional information or arguments from the parties that it deems appropriate. 
If an RFR is submitted after a jurisdiction has requested a Board hearing, the Appeals Division will 
determine whether it should issue an SD&R in response. A copy of the SD&R issued under this 
subdivision or under subdivision (c)(7) will be mailed to the petitioner, to all notified jurisdictions, 
to any other jurisdiction that will be substantially affected by the SD&R, and to the Sales and Use 
Tax Department. The petitioner or any notified jurisdiction may appeal the SD&R by submitting a 
written request for Board hearing under subdivision (d)(1) within 60 days of the date of mailing of 
the SD&R. 

(7) Whether or not an RFR is submitted, at any time prior to the time the recommendation in the 
D&R or prior SD&R is acted on by the Department as a final matter or the Board has held an oral 
hearing on the petition, the Appeals Division may issue an SD&R as it deems necessary to augment, 
clarify, or correct the information, analysis, or conclusions contained in the D&R or any prior 
SD&R. 

(8) If no RFR is submitted under subdivision (c)(6) or request for Board hearing under subdivision 
(d)(I) within 60 days of the date of mailing of the D&R or any SD&R, the D&R or SD&R as 
applicable is final as to the petitioner and all notified jurisdictions unless the Appeals Division issues 
an SD&R under subdivision (c)(7). 

(d) REVIEW BY BOARD. 

(1) The petitioner or any notified jurisdiction may submit a written request for Board hearing if it 
does so to the Board Proceedings Division within 60 days of the date of mailing of the D&R or any 
SD&R. Such a request must state the basis for the jurisdiction'S disagreement with the D&R or 
SD&R as applicable and include all additional information in its possession that supports its 
position. 

(2) If the Board Proceedings Division receives a timely request for hearing under subdivision (d)(1). 
it will notify the Sales and Use Tax Department, the petitioner, any notified jurisdiction, any other 
jurisdiction that would be substantially affected if the petition were granted, and the taxpayer(s) 
whose allocations are the subject of the petition, that the petition for reallocation of local tax is being 
scheduled for a Board hearing to determine the proper allocation. 
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(3) The Sales and Use Tax Department, the petitioner, and all jurisdictions notified of the Board 
hearing pursuant to subdivision (d)(2) are parties and may participate in the Board hearing. The 
taxpayer is not a party to the Board hearing unless it chooses to actively participate in the hearing 
process by either filing a brief or making a presentation at the hearing. 

(4) Briefs may be submitted for the Board hearing in accordance with California Code of 
Regulations, title 18, sections 5270 and 5271. 

(5) To the extent not inconsistent with this regulation, the hearing will be conducted in accordance 
with Chapter 5 of the Board of Equalization Rules for Tax Appeals (Cal. Code Regs., tit. 18, § 5510, 
et seq.). The Board will apply the preponderance of evidence rules set forth in subdivision (b)(2) in 
reaching its decision and not the burden of proof rules set forth in California Code of Regulations, 
title 18, section 5541. The Board's final decision on a petition for reallocation exhausts all 
administrative remedies on the matter for all jurisdictions. 

ee) LIMITATION PERIOD FOR REDISTRIBUTIONS. Redistributions shall not include 
amounts originally distributed earlier than two quarterly periods prior to the quarter of the date of 
knowledge. 

(f) APPLICATION TO SECTION 6066.3 INQUIRIES. 

The procedures set forth herein for submitting a petition for reallocation of local tax are separate 
from those applicable to a submission under Revenue and Taxation Code section 6066.3. If a 
petition under the procedures set forth herein and a submission under section 6066.3 are both filed 
for the same alleged improper distribution, only the earliest submission will be processed, with the 
date of knowledge established under the procedures applicable to that earliest submission. However, 
the procedures set forth in subdivisions (b), (c), and (d) also apply to appeals from reallocation 
determinations made under section 6066.3. 

(g) OPERATIVE DATE AND TRANSITION RULES. 

This regulation is intended to reduce the time required to decide the validity of reallocation petitions 
and otherwise improve the process for doing so. It is intended to have a neutral impact only on the 
current dispute over the continuing validity of certain petitions that are governed by prior Regulation 
1807 (effective February 22, 2003). 

(1) The operative date of this regulation is the date it becomes effective under Section 11343.4 of the 
Government Code (thirty days after it has been approved by the Office of Administrative Law and 
forwarded to the Secretary of State) and it shall have no retroactive effect. 

(2) Petitions filed prior to the operative date of this regulation, shall be reviewed, appealed and 
decided in accordance with this regulation as to procedures occurring after that date. All such 
petitions filed prior to January 1, 2003 and denied by Board Management must perfect any access 
they may have to a Board Member hearing no later than 60 days after the operative date of this 
regulation. 
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Regulation 1828. PROCESS FOR RE'JIE-\t.'ING TRANS.t.CTIONS AND USE TAX DISTRIBUTION 
INQUIRIES. 

RefeRlAse: £iesiieA 727Q ReveAl;e aRS Tal'alioA Cedo. 

(a) DEFINITIONS. 

(1) DISTRICT. "District" means any entity, includin9 a city, county, city and county, or special taxing jurisdiction, 
which levies a tmnsactions and use ("district") tax that the Board administers pursuant to Part 1.@, Division 2, 
Revenue and Taxation Code (Sestions 7251 7279.@). 

(2) DISTRICT TAX. /},ny tax le'/ied under special statutory authority that the Board administers pursuant to Part 
1.9, DiviSion 2, Revenue and Taxation Code (Sections 7251 7279.@). District taxes may be for either general or 
speoial purposes. 

(3) INQUIRING DISTRICTS AND THEIR CONSULTANTS (IDC). "Inquiring Districts and their Censultants (IOCr 
means any district which has adopted a district tax ordinance and which has entered into a contract '....ith the Board to 
perform all functions incidental to the administration or operation of that ordinanso. IDC also includes any consultant 
that has entered into an agreement with the tax distFict and has a current resolution Hied with the Board which 
authorizes one (or more) of its omeials, employeos, or other desi9nated persons to examine the apprepriate sal os, 
transactions, and use tax records of the Board. 

(4) CLAIM (INQUIRY) OF INCORRECT DISTRIBUTION OR NON DISTRIBUTION OF DISTRICT TAX. "Glaim 
or inquiry" means a written roquest from an IDC for invostigation of suspected improper distribution or nondistribution 
of district tax. The inquiry must contain sumeient factual data te support the probability that district tax has not been 
distributed or has been erroneously distributed. Sumcient factual data must include at a minimum all of the following 
for each business location being questioned: 

(A) Taxpayer name, including O'....ner name and fictitious business name or d.b.a. (doing business as) 
designation. 

(8) Taxpayer's permit number or a notation stating "~lo Permit Number." 

(e) Complete business address of the t3J(ipayer. 

(D) Complete desoription of taxpayer's business acti'/ity or activities. 

(i) Specific reasons and evidenoe '1my the distribution or nondistribution is questioned, including the 
location to whi6h the preperty the sales of which are at issue was deli',tered. In casas that invol"te 61aims that the 
transactions that are tho foaus of the appeal are subject to the IDC's district use tax, evidence must be submittes that 
the retailer is engaged in business in the IDC under Regulatien 1827. 

(F) Name, title, and phono number of the contact person. 

(G) The tax reporting periods in'ltllved. 

(5) CLAIM DATE "Claim date" shall be the date the inquiry of suspected improper distribution or non distribution 
of distFict tax that contains the facts requires by subdiviSion (a)(4) of this regulation is reSOlved by the Beard, unless 
an earlier sush date is operationally dooumentes by the Board. The Board shall redistribute district tax revenues 
baak from the claim date to the beginning of the applicable statute of limitations. If the IDC is not able to obtain the 
above minimum factual data but pre'.'ides a letter with the inquiry documentin9 IDC efforts to obtain eaoh of the facts 
required by subdiviSion (3)(4) of this regulation, the Board will use the date this inquiry is received as the claim date. 
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(9) BOARD MA~IAGEMENT. "Board Management" consists of the Executive Directar, Chief Counsel, Assistant 

Chief Counsel for Business Taxes, and the Deputy Directar of the Sales and Use Tax Department. 

(I) INQUIRIES. 

(1) SUEIMITTING INQUIRIES. E\'ery inquiry regarding district tax distributions must be SUBmitted in wfiting and 

shall inClude the information set forth in suBdivision (a)(4) of this regulation. All inquiries must be sent directly to the 
Allocation Greup in the Audit Determination and Refund Section ef the Board's Sales and Use Tax Department. 

(2) ACKNOVlJbEDGEMHIT O~ INQUIRY. The Allocation Greup will aoknowled§e inquiries. Ackne,..Aedgement 
of receipt does not mean that the inquiry "lualifios to estaBlish a claim date under suBdi'.'ision (a)(4) of this regulation. 
The AlioGation Group 'Alill review the in"luiry and notify the IDC if tho inquiry does not qualify to establish a claim date. 
Investigation of an alleged improper distribution cannot ooour until a claim date is established. 

(6) RIVIIE\lI,.l PROCESS. 

(1) REVIEVV BY AbbOC,AXION GROUP SUPERVISOR. Tho J1,nocation Group will in\<ostigate all accepted 

inquiries. If the Allocation Group concludes that an improper distriBution has not occurred and recommends that a 
request for redistribution be denied, the IDC will be notified of the recommendatien and alle'Ned ao days from the 
date of mailing of the netico of denial te contact the Allocation Group Supervisor to diseuss the denial. The Allocation 
Group's notification that an improper distribution has not occurred must state the specific facts on which the 
conclusien was based. If the IDC contacts the Allocatien Group Supervisor, the IDC must state the speoific facts on 
which its disagreement is eased, and SUBmit all additional informatien in its possession that supports its pOSition at 
this time. 

(2) REVIEVV BY AUDIT DETERMINl>.TION AND REFUND SECTION SUPERVISOR. Subsequent to the 
submission of additional information BY the IDC, if the Allocation Group Supervisor upholds the denial, the IDC will Be 
ad'/ised in writing of the decision and that it has ao days from the date of mailing of the decision to file a "petition for 
redistribution" .....Uh the Audit Determination and Refund Section Supervisor. The petition for redistribution must state 

the specific reasons of disagreement with the ''>.lIocation Group Supervisor's findings. If a potition for redistriBution is 
filed by the IDC, the Audit Determinatien and Refund Section SupeF\'isor '.'Jill review the request for redistribution and 
determine if any additional staff in'Jestigation is warranted prior to making a decision. If no Basis for redistribution is 
found, the petition will Be forwarded to the local Tax Appeals Auditor. 

(3) REVIEW BY lOCAL TAX APPEAbS AUDITOR. After the petition is forwarded to the Looal Tax Appeals 
Auditor, a conference between the Local Tax Appeals Auditor and the IDC 'Mil Be soheduled. However, the IDC may 
previde a written brief in addition to or instead of attending the conference. If a conforence is held, the bocal Tax 
Appeals Auditor will conSider oral arguments, as well as ravie· .... material pre'/iously presented by both the IDC and 
tho Sales and Use Tax Department. The boca I Tax /\ppeals Auditor will prepare a ·.'>'ritten Decision and 

Recommendation (D&R) detailing the facts and la'll invol'.'ed and the conclusions reached. 

(4) REVIEVV BY Bo.<\RD MANAGEMENT. If the D&R's rooommendation is to deny the petition, the IDC will 
have ao days from the date of mailing of the D&R to file a written request for review of the D&R ',\lith Board 
Management. The request must state the specific reasons of disagreement ',\lith the D&R and submit any additional 
information that supports its position. Board Management ...Jill only consider the petition and will not meet with the 

IDC. The IDC ....~" Be notified in writing of the Eloard Management's decision. If a written requost for review of the 
D&R is not filed with Board Management ,,-.qthin the ao day pOried, the D&R becomes final at the expiration of that 

~ 

(5) REVIEVIJ BY BOARD MEMBERS. If Board Management's decision is ad,,'eFSe to the IDC, the IDC may file a 
petition for hearing BY the Board. The petition for hearing must state the specific reason for disagreement ' ....ith Board 

Management findings. 
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(A) PetitioFi fer Hearing. The IDC shall file a petition for hearing with the Board Proceedings Division 'A'ithin 
90 days of the dato of mailing of Board Managemont's docision. If a petition for hearing is net filed within tho 90 day 
period, tho Soard Management's deGision beoomes final at the Ol~piration of that poriod. 

(Ii) PeFSons to be Notified of ttte lioard Hearing. After receiving tho lOG's petition for hearing, tho Soard 
ProGeedings Qi>.'isien '",iII notify tho IDC and the follo ....'ing persons of the Board hearing: 

1. The tal{payer(s) wheso district tal{ reporting was the subject of the petition. 

2. All districts that wol:Jld be sl:Jbstantially affected if the Beard does not uphold the tal{payer's original 
distribl:Jtion. For the pl:Jrpose of this subdi\<ision a district is "substantially affected" if its total redistribution 'N{)uld 
increaso or docrease by the amount of 6% of its average quarterly distribution (generally, the prior four calendar 
quarters) or $60.000, whichever is loss, as a result of such redistribution. 

The notification will state that the claimed improper distribution is being plaGed on tho Board's Hoaring Calendar to 
determine the proper distribution and that the IDC and all districts so notified aro oonsidered partios to tho hoaring. 

(C) Ttte Hearing and Parties to tl:Je HeariFig. The petitioning IDC and all districts notified of the Soard 
hoaring pursuant to subdivision (c)(6)(B) are parties te the Board hearing. The ta*payer, hov"wler, shall not be 
oonsidered a "party" within the meaning of this regulation unloss it acti'lely partiCipates in the hearing process by 
either filing a brief or making a presentation at the hearing. The hearing shall be oonducted in aGoordance with 
sections 5070 to 6087 of tho Rules of Practice. The Board's deGision is final as pro'"ided in Regulation 5082. The 
Board's decision el{hausts all parties' administrati'le remedies on the matter. 

(D) Presentation of Nev: E¥ideFise. If new arguments or e~'idence not previously presented at the prior 
levels of review are presented after Board Managemont's review and prior to the hearing, tho Board Proceedings 
Di>.<ision shall forw-ard tho new arguments or e'/idence te the Local Ta* Appeals Auditor for rO\'iO'", and 
reoommondation te tho Board. NotWithstanding subdi'"ision (c)(5)(C) of this rogulation. no new O\<idenoo or 
arguments not previously presented at the prior 100Iois of review or oonsidored by the Local Tax Appeals Auditor may 
be presented at the Board hearing. 

(d) TIME LIMITATIONS. 

(1) An IDC will be limited to one 30 day el{tension of tho timo limit established for each level of review through 
the Board Management le'.'el. 

(2) If action is not tal(()n beyond acknowledgement on any inquiry for a period of sil{ months at any level of 
review, the IDC may request advanGement te the nollt level of re~<iew. For the purpose of these precedures, "actien" 
moans taking the steps necessary to rosol'Ie the inquiry. 

(3) By following tho timo limits sot forth in subdivisions (c), (d)(1) and (d)(2), any claim date established by the 
original inquiry " ...iII remain open even if additienal supporting information is provided prior to Glosure. If tho time limits 
or any elltensions are not met, or if olosure has oCGurred, any additional supporting documentation submitted will 
establish a new Glaim date as of the date of receipt of the new information. 

(e) APPEAL RIGHTS OF DISTRICTS THAT VI.'llllOSE REVENUE AS THE RESULT OF A REDISTRIBUTION. 

(1) If at any time during the reviO'", process prior to Board hearing, the Board's investigation determines that an 
improper distribution has oCGurrod, any district that 'IJiIi lose 5% of its average quarterly receipts (generally, the prior 
four calendar quarters) or $50,000, whichever is less, will be informed of the deoision and be allO'Ned 30 days from 
the date of mailing the notice, to oontact the Allocation Group to discuss the proposed redistribution. The losing 
district may follow the same appeals procedure as described in subdivisions (c) and (d) of this regulation. "Losing 
dis!riot" inGludes a gaining dis!riG! where tho original deGision in favor of the §aining district was overturned in favor of 
a pre'"iously losing district. The redistribution will be postponed until the period for the losing district to requost a 
hoaring 'Nith tho Allocation Group has OKpirod. 
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(2) If the losing district contacts the Allocation Group prior to Board hearing. and subsequently petitions the 
proposed redistFibution. the roElistrieubon postponement ,...,m ee extended penEling the final outoOFRe of the petition. 

(f) OPF!RATIVF! DATF!. 

The provisions of this regulation shall apply to reElistribution inquiries and appeals filed after July 1. 2004. Inquiries 
and appeals filed prier to this date shall oontinue to be subject to existing inquiFies anEl appeals proeedures. 
l>iowover, for inquiries fileEl prior to July 1, 2004, tho IDC FRay elect in writing to prooeed under the previsiens of this 
regulation as to appeals not alreaEly decided er initiated. In such oases. failuFa to make suoh written election prior te 
appealing to the next step of Favie'll unEler the existing pFaceduFas shall oonstitute an election not to proceed under 
the pFa'/isions of this regulation. If written election to proceed under the provisions of this regulation is FRaEle, the 
pro>.<isions of this re!ilulation bocoFRe applicable the Elato the election is reeeiveEl by the Soard. Neither election shall 
be subject to rovoeation. 
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Regulation 1828. PETITIONS FOR DISTRIBUTION OR REDISTRIBUTION OF 
TRANSACTIONS AND USE TAX. 

Reference: Section 7270 Revenue and Taxation Code. 

(a) DEFINITIONS. 

(1) DISTRICT TAX. "District tax" means a transaction and use tax adopted pursuant to 
Revenue and Taxation Code section 7251, et seq., or pursuant to Revenue and Taxation Code 
section 7285, et seq., and administered by the Board. 

(2) DISTRICT. "District" means any entity, including a city, county, city and county, or special 
taxing jurisdiction, which has adopted a district tax. 

(3) PETITION. "Petition" means a request or inquiry from a district for investigation of 
suspected improper distribution or nondistribution of district tax submitted in writing to the 
Allocation Group of the Sales and Use Tax Department. The petition must contain sufficient 
factual data to support the probability that district tax has not been distributed or has been 
erroneously distributed. Sufficient factual data should include, for each business location being 
questioned: 

(A) Taxpayer name, including owner name and fictitious business name or dba (doing 
business as) designation. 

(B) Taxpayer's permit number or a notation stating "No Permit Number." 

(Cl Complete business address of the taxpayer. 

(D) Complete description of taxpayer's business activity or activities. 

(E) Specific reasons and evidence why the distribution or nondistribution is questioned, 
identifying the delivery location or locations of the property the sales of which are at issue. If 
the petition alleges that the subject transactions are subject to the district's use tax, evidence that 
the retailer is engaged in business in the district as provided in California Code of Regulations, 
title 18, section 1827, subdivision (c). 

(F) Name, title, and telephone number of the contact person. 

(G) The tax reporting periods involved. 

"Petition" also includes an appeal by a district from a notification from the Local 
Revenue Allocation Unit of the Sales and Use Tax Department that district taxes previously 
allocated to it were misallocated and will be reallocated. Such a district may object to that 
notification by submitting a written petition to the Allocation Group within 30 days of the date of 
mailing of the notification. The petition must include a copy of the notification and specify the 
reason the district disputes it. If a district does not submit such a petition within 30 days of the 
date of mailing of the notification, the notification of the Local Revenue Allocation Unit is final 
as to the district so notified. 

(4) PETITIONER. "Petitioner" is a district that has filed a valid petition. 

******************** 

The proposed amendments contained in this document may not be adopted. Any revisions that are adopted may differ from this 

text. 




Proposed amendments to Regulation 1828 Page 6 of 10 

(5) DATE OF KNOWLEDGE. Unless an earlier date is operationally documented by the Board, 
"date of knowledge" is the date on which the Allocation Group receives a valid petition. Where 
an error in distribution that is reasonably covered by the petition is confirmed based on 
additional facts or evidence supplied by the petitioner or otherwise learned as a direct result of 
investigating the petition, the date of knowledge is the date on which the Allocation Group 
received the petition. 

(6) SUBSTANTIALLY AFFECTED DISTRICT. "Substantially affected district" is a district 
for which the decision on a petition would result in a decrease to its total distribution of 5 percent 
or more of its average quarterly distribution (generally determined with reference to the prior 
four calendar quarters) or of $50,000 or more. 

(7) NOTIFIED DISTRlCT. "Notified district" is a district that has been notified as a 
substantially affected district 

(b) REVIEW BY ALLOCATION GROUP. 

(1) The Allocation Group will promptly acknowledge a submission intended as a petition. 

(2) The Allocation Group will review the petition and issue to the petitioner a written decision to 
grant or deny the petition, including the basis for that decision. The written decision will also 
note the date of knowledge, and if other than the date the petition was received, will include the 
basis for that date. A redistribution will be made if the preponderance of evidence, whether 
provided by petitioner or obtained by Board staff as part of its investigation of the petition, 
shows that there was an error in distribution. If the preponderance of evidence does not show 
that an error in distribution occurred, the petition will be denied. 

(3) If the Allocation Group does not issue a decision within six months of the date it receives a 
valid petition, the petitioner may request that the Allocation Group issue its decision without 
regard to the status of its investigation. Within 90 days of receiving such a request, the 
Allocation Group will issue its decision based on the information in its possession. 

(4) If the decision of the Allocation Group is that the asserted error in distribution did not occur 
and that the petition should be denied, in whole or in part, the petitioner may submit to the 
Allocation Group a written objection to the decision under subdivision (b)(6). 

(5) If the decision of the Allocation Group is that an error in distribution did occur, it will also 
mail a copy of its decision to any substantially affected district. Any such notified district may 
submit to the Allocation Group a written objection to the decision under subdivision (b)(6). 

(6) The petitioner or any notified district may appeal the decision of the Allocation Group by 
submitting a written objection to the Allocation Group within 30 days of the date of mailing of 
the Allocation Group's decision, or within a period of extension authorized by subdivision 
1!ili.21 If no such timely objection is submitted, the decision of the Allocation Group is final as 
to the petitioner and all notified districts. 

******************** 
The proposed amendments contained in this document may not be adopted. Any revisions that are adopted may differ from this 
text. 

http:1!ili.21


Proposed amendments to Regulation 1828 Page 7 of 10 

(7) If the petitioner or a notified district submits a timely written objection to the decision of the 
Allocation Group, the Allocation Group will consider the objection and issue a written 
supplemental decision to grant or deny the objection, including the basis for that decision. A 
copy of the supplemental decision will be mailed to the petitioner, to any notified district, and to 
any other district that is substantially affected by the supplemental decision. 

(8) The petitioner or any notified district may appeal the supplemental decision of the Allocation 
Group by submitting a written objection under subdivision (c)(l) within 30 days of the date of 
mailing of that supplemental decision, or within a period of extension authorized by subdivision 
(b )(9). If no such timely objection is submitted, the supplemental decision of the Allocation 
Group is final as to the petitioner and all notified districts. 

(9) The petitioner or any notified district may request a 30-day extension to submit a written 
objection under subdivision (b)(6) or under subdivision (b){8), as applicable. Such request must 
provide a reasonable explanation for the requesting district's inability to submit its objection 
within 30 days, must be copied to all other districts to whom the Allocation Group mailed a copy 
of its decision or supplemental decision (to the extent known by the requesting district), and must 
be received by the Allocation Group within 30 days of the date of mailing of its decision or 
supplemental decision. Within five days of receipt of the request, the Allocation Group will mail 
notification to the petitioner and to all notified districts whether the request is granted or denied. 
If a timely request for an extension is submitted, the time for the petitioner and any notified 
district to file a written objection to the decision or supplemental decision of the Allocation 
Group is extended to 10 days after the mailing of the notice of whether the request is granted or 
denied. If the request is granted, the time for the petitioner and all notified districts to submit a 
written objection to the decision or supplemental decision of the Allocation Group is further 
extended to the 60lh day after the date of mailing of the decision or supplemental decision. 

(c) REVIEW BY APPEALS DIVISION. 

(1) The petitioner or any notified district may appeal the supplemental decision of the Allocation 
Group by submitting a written objection to the Allocation Group within 30 days of the date of 
mailing of the Allocation Group's supplemental decision, or within a period of extension 
authorized by subdivision (b)(9). Such an objection must state the basis for the objecting 
district's disagreement with the supplemental decision and include all additional information in 
its possession that supports its position. 

(2) If a timely objection to its supplemental decision is submitted, the Allocation Group will 
prepare the file and forward it to the Appeals Division. The petitioner, all notified districts, and 
the Sales and Use Tax Department will thereafter be mailed notice of the appeals conference, 
which will generally be sent at least 45 days prior to the scheduled date of the conference. 

CA) Petitioner or any notified district may continue to discuss the dispute with staff of the Sales 
and Use Tax Department after the dispute is referred to the Appeals Division. If, as a result of 
such discussions or otherwise, the Sales and Use Tax Department decides the supplemental 
decision of the Allocation Group was incorrect or that further investigation should be pursued, it 
shall so notify the Appeals Division, the petitioner, and all notified districts. 

******************** 
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(B) If the Department sends notice to the Appeals Division in accordance with the subdivision 
(c)(2)(A) no later than 30 days prior to the date scheduled for the appeals conference, the 
Appeals Division will suspend its review and the dispute will be returned to the Department. 
The Department will thereafter issue a second supplemental decision, or will return the dispute to 
the Appeals Division along with a report of its further investigation, if appropriate, for the review 
and decision of the Appeals Division. 

(C) If the Department sends notice to the Appeals Division in accordance with subdivision 
(c)(2)(A) less than 30 days prior to the date scheduled for the appeals conference, the Appeals 
Division will decide whether the dispute should be returned to the Department or remain with the 
Appeals Division, and notify the parties accordingly. If the dispute is returned to the 
Department, the Department will thereafter issue a second supplemental decision, or will return 
the dispute to the Appeals Division along with a report of its further investigation, if appropriate, 
for the review and decision of the Appeals Division. 

CD) Where the Department issues a second supplemental decision in accordance with 
subdivision (c}(2}(B) or (c)(2)(C), it will send a copy of the decision to the petitioner, any 
notified district, and any other district that is substantially affected by the second supplemental 
decision, any of whom may appeal the second supplemental decision by submitting a written 
objection under subdivision (c)(l) within 30 days of the date of mailing of that supplemental 
decision, or within a period of extension authorized by subdivision (b)(9). If no such timely 
objection is submitted, the second supplemental decision is final as to the petitioner and all 
notified districts. 

(3) The appeals conference is not an adversarial proceeding, but rather is an informal discussion 
where the petitioner, any notified districts who wish to participate, and the Sales and Use Tax 
Department have the opportunity to explain their respective positions regarding the relevant facts 
and law to the Appeals Division conference holder. To make the conference most productive, 
each participant should submit all facts, law, argument, and other information in support of its 
position to the Appeals Division conference holder, and to the other participants, at least 15 days 
before the date of the appeals conference; however, relevant facts and arguments will be 
accepted at any time at or before the appeals conference. If, during the appeals conference, a 
participant requests permission to submit additional written arguments and documentary 
evidence, the conference holder may grant that participant 15 days after the appeals conference, 
or 30 days with sufficient justification, to submit to the conference holder, with copies to all 
other participants, such additional arguments and evidence. Any other participant at the 
conference who is in opposition to the requesting participant on the issue(s} covered by the 
additional submission is allowed 15 days to submit to the conference holder, with copies to all 
other participants, arguments and evidence in response. No request by a participant for further 
time to submit additional arguments or evidence will be granted without the approval of the 
Assistant Chief Counsel of the Appeals Division or his or her designee. The Appeals Division 
on its own initiative may also request. at or after the appeals conference, further submissions 
from any participant. 

(4) Within 90 days after the final submission authorized by subdivision (c)(3t the Appeals 
Division will issue a written Decision and Recommendation (D&R) setting forth the applicable 
facts and law and the conclusions of the Appeals Division. The Chief Counsel may allow up to 
******************** 
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90 additional days to prepare the D&R upon request of the Appeals Division. Both the request 
and the Chief Counsel's response granting or denying the request for additional time must be in 
writing and copies provided to the petitioner, all notified districts, and the Sales and Use Tax 
Department. A copy of the D&R will be mailed to the petitioner, to all notified districts, to any 
other district that will be substantially affected by the D&R, and to the Sales and Use Tax 
Department. 

(5) The petitioner or any notified district may appeal the D&R by submitting a written request 
for Board hearing under subdivision (d)(}) within 60 days of the date of mailing of the D&R. 

(6) The petitioner, any notified district, or the Sales and Use Tax Department may also appeal the 
D&R, or any Supplemental D&R (SD&R), by submitting a written request for reconsideration 
(RFR) to the Appeals Division before expiration of the time during which a timely request for 
Board hearing may be submitted, or if a Board hearing has been requested, prior to that hearing. 
If a district or the Sales and Use Tax Department submits an RFR before the time for requesting 
a Board hearing has expired, the Appeals Division will issue an SD&R to consider the request, 
after obtaining whatever additional information or arguments from the parties that it deems 
appropriate. If an RFR is submitted after a district has requested a Board hearing, the Appeals 
Division will determine whether it should issue an SD&R in response. A copy of the SD&R 
issued under this subdivision or under subdivision (c)(7) will be mailed to the petitioner, to all 
notified districts, to any other district that will be substantially affected by the SD&R, and to the 
Sales and Use Tax Department. The petitioner or any notified district may appeal the SD&R by 
submitting a written request for Board hearing under subdivision (d)(1) within 60 days of the 
date of mailing of the SD&R. 

(7) Whether or not an RFR is submitted, at any time prior to the time the recommendation in the 
D&R or prior SD&R is acted on by the Department as a final matter or the Board has held an 
oral hearing on the petition, the Appeals Division may issue an SD&R as it deems necessary to 
augment, clarify, or correct the information, analysis, or conclusions contained in the D&R or 
any prior SD&R. 

(8) If no RFR is submitted under subdivision (c)(6) or request for Board hearing under 
subdivision (d)(1) within 60 days of the date of mailing of the D&R or any SD&R, the D&R or 
SD&R as applicable is final as to the petitioner and all notified districts unless the Appeals 
Division issues an SD&R under subdivision (c)(7). 

Cd) REVIEW BY BOARD. 

(1) The petitioner or any notified district may submit a written request for Board hearing if it 
does so to the Board Proceedings Division within 60 days of the date of mailing of the D&R or 
any SD&R. Such a request must state the basis for the district's disagreement with the D&R or 
SD&R as applicable and include all additional information in its possession that supports its 
position. 

(2) If the Board Proceedings Division receives a timely request for hearing under subdivision 
(d)(l). it will notify the Sales and Use Tax Department, the petitioner, any notified district, any 
other district that would be substantially affected if the petition were granted, and the taxpayer(s) 
******************** 
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whose distribution (or nondistribution) are the subject of the petitIOn, that the petition for 
redistribution of district tax is being scheduled for a Board hearing to detennine the proper 
distribution. 

(3) The Sales and Use Tax Department, the petitioner, and all districts notified of the Board 
hearing pursuant to subdivision (d)(2) are parties and may participate in the Board hearing. The 
taxpayer is not a party to the Board hearing unless it chooses to actively participate in the hearing 
process by either filing a brief or making a presentation at the hearing. 

(4) Briefs may be submitted for the Board hearing in accordance with California Code of 
Regulations, title 18, sections 5270 and 5271. 

(5) To the extent not inconsistent with this regulation, the hearing will be conducted in 
accordance with Chapter 5 of the Board of Equalization Rules for Tax Appeals (Cal. Code Regs., 
tit. 18, § 5510, et seq.). The Board will apply the preponderance of evidence rules set forth in 
subdivision (b)(2) in reaching its decision and not the burden of proof rules set forth in California 
Code of Regulations, title 18, section 5541. The Board's final decision on a petition for 
redistribution exhausts all administrative remedies on the matter for all districts. 

(el LIMITATION PERIOD FOR REDISTRIBUTIONS. 

For redistributions where the date of knowledge is prior to January 1, 2008, the standard three
year statute of limitations is applicable, based on the date of knowledge. For redistributions 
where the date of knowledge is on or after January 1, 2008, redistributions shall not include 
amounts originally distributed earlier than two quarterly periods prior to the quarter of the date of 
knowledge. 

ill OPERATIVE DATE AND TRANSITION RULES. 

This regulation is intended to reduce the time required to decide the validity of redistribution 
petitions and otherwise improve the process for doing so. It is intended to have a neutral impact 
only on the current dispute over the continuing validity of certain petitions that are governed by 
prior Regulation 1828 (effective June 17,2004). 

(1) The operative date ofthis regulation is the date it becomes effective under Section 11343.4 of 
the Government Code (thirty days after it has been approved by the Office of Administrative 
Law and forwarded to the Secretary of State) and it shall have no retroactive effect. 

{2l Petitions filed prior to the operative date of this regulation, shall be reviewed, appealed and 
decided in accordance with this regulation as to procedures occurring after that date. All such 
petitions filed prior to July 1, 2004 and denied by Board Management must perfect any access 
they may have to a Board Member hearing no later than 60 days after the operative date of this 
regulation. 
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Wednesday, May 28,2008 

The Board met at its offices at 450 N Street, Sacramento, at 10:20 a.m., Dr. Chu, 
Chair, Ms. Yee, Vice Chairwoman, Mr. Leonard and Ms. Steel present, Ms. Mandel present on 
behalfof Mr. Chiang in accordance with Government Code section 7.9. 

SALES AND USE TAX APPEALS HEARINGS 

Janice Diana Samsing and Mildred Kaunas, 356928 (UT) 
September 29,2004, $2,982.00 Tax 
For Petitioner: Mildred Kaunas, Taxpayer 
For Department: NaTasha Ralston, Tax Counsel 
Contribution Disclosures pursuant to Government Code section 15626: None were disclosed. 
Issue: Whether the purchase and use of the vehicle by petitioners is subject to 
California use tax. 
Action: Upon motion ofMs. Vee, seconded by Ms. Mandel and unanimously carried, 
Dr. Chu, Ms. Vee, Mr. Leonard, Ms. Steel and Ms. Mandel voting yes, the Board ordered that the 
petition be submitted for decision. 

Foster Poultry Farms, 77405, 265656, 304306 (KHE) 
1-1-95 to 9-12-98, $131,576.77 Tax, $0.00 Penalty 
1-1-99 to 12-28-02, $112,320.84 Tax 
12-29-02 to 6-19-04, $805,488.00 Claim for Refund 
For Petitioner/Claimant: Rich Carlson, Representative 
For Department: Bradley Heller, Tax Counsel 
Contribution Disclosures pursuant to Government Code section 15626: None were disclosed. 
Issue: Whether petitioner's lease of equipment that injects a vaccine into eggs also 
included a separate technology transfer agreement so that a portion of petitioner's otherwise 
taxable lease payments were not subject to tax. 
Action: Upon motion ofMs. Vee, seconded by Ms. Mandel and unanimously carried, 
Dr. Chu, Ms. Vee, Mr. Leonard, Ms. Steel and Ms. Mandel voting yes, the Board ordered that the 
petitions and claim be submitted for decision. 

Matt Lababedy, 89002316680 (KH) 
1-1-95 to 12-31-97, $10,502.00 Tax, $2,267.53 Amnesty Interest Penalty 
For Petitioner: Matt Lababedy, Taxpayer 

Don McKaughan, CPA 
For Department: Kevin Hanks, Hearing Representative 
Contribution Disclosures pursuant to Government Code section 15626: None were disclosed. 
Issue: Whether the evidence supports further adjustments for check-cashing fees. 
Action: Upon motion ofMs. Yee, seconded by Ms. Mandel and unanimously carried, 
Dr. Chu, Ms. Vee, Mr. Leonard, Ms. Steel and Ms. Mandel voting yes, the Board ordered that the 
petition be submitted for decision. 
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OTHER CHIEF COUNSEL MATTERS 

Adoption of Formal and Memorandum Opinions 

Deborah Cooke, Tax Counsel, Legal Department, made introductory remarks 
regarding the adoption ofFormal and Memorandum Opinions and the publication of Dissenting 
and Concurring Opinions. (Exhibit 5.14.) 

Action: Upon motion ofMs. Yee, seconded by Mr. Leonard and unanimously carried, 
Dr. Chu, Ms. Yee, Mr. Leonard, Ms. Steel and Ms. Mandel voting yes, the Board amended staffs 
recommendation for implementing the provisions of the Board ofEqualizations Rules for Tax 
Appeals with regards to the adoption and publication of Formal and Memorandum Opinions and 
the submission and publication of Concurring and Dissenting Opinions as follows: reflect a vote 
to adopt a formal opinion to mean the Member agrees with the result and the rationale set forth in 
the formal opinion; concurring opinions submitted by Members who vote to adopt the formal 
opinion must be consistent with the result and rationale of the formal opinion; update the Board's 
publications to reflect the foregoing; remove "motion to continue hearing to a later date" and 
"motion to take matter under submission" from staffs flow chart; and, clarified that the Appeals 
Division will promptly notify the taxpayer of the Board's decision when the Board asks that a 
Formal Opinion be drafted. 

Exhibits to these minutes are incorporated by reference. 

The Board recessed at 12:40 p.m. and reconvened at 1 :30 p.m. with Dr. Chu, 
Ms. Yee, Mr. Leonard, Ms. Steel and Ms. Mandel present. 

SPECIAL PRESENTATIONS 

Superior Accomplishment Award Presentations 

Ramon Hirsig, Executive Director, and Members of the Board presented the 
2007-08 Sustained Superior Accomplishment Awards to employees in recognition of their 
outstanding achievements. 

LEGAL APPEALS MATTERS, CONSENT 

The Board deferred consideration of the following matters: Jamal A. Mahgouh. 
356195; and, AMTSolutions, Inc., 356197, 392072. 

With respect to the Legal Appeals Matters Consent Agenda, upon a single 
motion of Ms. Yee, seconded by Mr. Leonard and unanimously carried, Dr. Chu, Ms. Yee, 
Mr. Leonard, Ms. Steel and Ms. Mandel voting yes, the Board made the following orders: 

Synpep Corporation, 329381 (CH) 
4-1-01 to 3-31-04, $78,361.87 Tax, $7,836.22 Negligence Penalty, $5,222.79 Double Negligence 
Penalty, $6,042.19 Amnesty Interest Penalty 
Action: Redetermine as recommended by the Appeals Division. 
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Jamal A. Mahgoub, 356195 (CH) 
1-1-02 to 3-19-03, $3,686.02 Tax, $0.00 Finality Penalties, $327.44 Amnesty Interest Penalty 
AMT Solutions, Inc., 356197, 392072 (CH) 
3-20-03 to 5-31-05, $3,489.09 Tax, $0.00 Penalty 
3-20-03 to 5-31-05, $10,000.00 Claim for Refund 
Action: The Board took no action. 

Kenneth Darryl Beecham, 393632, (KH) 
8-1-04 to 2-12-06, $51,307.00 Tax, $5,130.70 Penalty 
Action: Redetermine as recommended by the Appeals Division. 

Weston James Coolidge, 386899 (CH) 
12-1-98 to 3-31-00, $79,555.76 Tax, $33,992.48 Penalty 
Action: Redetermine as recommended by the Appeals Division. 

Simmons Duplicating Supply Company, Inc., 347724 (OH) 
4-1-02 to 6-30-05, $44,030.07 Tax, $5,685.96 Penalties, $1,187.47 Amnesty Interest Penalty 
Action: Redetermine as recommended by the Appeals Division. 

Hany M. Abuelrous, 433967 (ET) 
October 10,2007, $175.50 Approximate Value 

Action: Determined that staff properly seized the tobacco products. 


CORPORATE FRANCHISE AND PERSONAL INCOME TAX MATTERS, CONSENT 

With respect to the Corporate Franchise and Personal Income Tax Matters 
Consent Agenda, upon a single motion of Ms. Yee, seconded by Mr. Leonard and unanimously 
carried, Dr. Chu, Ms. Yee, Mr. Leonard, Ms. Steel and Ms. Mandel voting yes, the Board made 
the following orders: 

Jack Larson, 329112 
2003, $1,449.00 Assessment 

Action: Sustain the action of the Franchise Tax Board. 


HOMEOWNER AND RENTER PROPERTY TAX ASSISTANCE MATTERS, CONSENT 

With respect to the Homeowner and Renter Property Tax Assistance Matters 
Consent Agenda, upon a single motion of Ms. Yee, seconded by Mr. Leonard and unanimously 
carried, Dr. Chu, Ms. Yee, Mr. Leonard, Ms. Steel and Ms. Mandel voting yes, the Board made 
the following orders: 

Gloria M. Williams, 387273 
2006, $347.50 

Action: Sustain the action of the Franchise Tax Board. 
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SALES AND USE TAX MATTERS, REDETERMINATIONS AND DENIALS OF 
CLAIMS FOR REFUND, CONSENT 

With respect to the Sales and Use Tax Matters, Redetenninations and Denials of 
Claims for Refund, Consent Agenda, upon a single motion of Ms. Yee, seconded by Ms. Steel 
and unanimously carried, Dr. Chu, Ms. Yee, Mr. Leonard, Ms. Steel and Ms. Mandel voting yes, 
the Board made the following orders: 

Nissan North America, Inc., 272698 (OHA) 
4-1-98 to 6-30-02, $753,095.18 

Action: Approve the redetennination as recommended by staff. 


Panasonic Corporation of North America, 422116 (OHB) 
]-]-01 to 6-30-04, $181,307.35 

Action: Approve the redetennination as recommended by staff. 


4 S Casino Party Suppliers, LLC, 299497 (BH) 
1-1-98 to 6-30-04, $285,562.71 

Action: Approve the redetennination as recommended by staff. 


Specialty Salvage Limited, 283580 (KH) 
7-1-95 to 11-30-97, $107,775.80 

Action: Approve the redetennination as recommended by staff. 


Union Pacific Railroad Company, 326246 (OHA) 
1-1-99 to 9-30-02, $4,593,357.48 

Action: Approve the redetennination as recommended by staff. 


Govstor, LLC, 417205 (JHF) 
10-1-05 to 12-31-06, $75,779.00 

Action: Approve the denial of claim for refund as recommended by staff. 


SALES AND USE TAX MATTERS, CREDITS, CANCELLATIONS AND REFUNDS, 
CONSENT 

With respect to the Sales and Use Tax Matters, Credits, Cancellations and 
Refunds, Consent Agenda, upon a single motion of Ms. Steel, seconded by Ms. Yee and 
unanimously carried, Dr. Chu, Ms. Yee, Mr. Leonard, Ms. Steel and Ms. Mandel voting yes, 
Ms. Mandel not participating in accordance with Government Code section 87105 in Target 
Corporation, 360870, the Board made the following orders: 

Target Corporation, 360870 (OHA) 
1-1-00 to 6-30-03, $238,090.57 
Action: Approve the refund as recommended by staff. Ms. Mandel not participating in 
accordance with Government Code section 87105. 
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Lighthouse Worldwide Solutions, Inc., 373666 (CH) 
7-1-04 to 6-30-07, $50,816.59 

Action: Approve the refund as recommended by staff. 


Birchwood Cabinets of California, Inc., 389873 (KH) 
1-1-03 to 6-30-06, $619,597.44 

Action: Approve the refund as recommended by staff. 


Pentax of America, Inc., 403453 (OHB) 
1-1-06 to 9-30-06, $130,134.19 

Action: Approve the refund as recommended by staff. 


Daimler Chrysler Corporation, 436898 (CHA) 
7-17-07 to 12-06-07, $487,897.67 

Action: Approve the refund as recommended by staff. 


Mercedes-Benz USA, LLC, 426403 (KH) 
I ]-15-07 to 1-23-08, $180,804.00 

Action: Approve the refund as recommended by staff. 


Qualcomm, Inc., 404369 (UT) 
7-28-04 to 7-28-04, $2,258,156.28 

Action: Approve the refund as recommended by staff. 


KII Acquisition Company, 342751 (FH) 
1-1-03 to 12-31-05, $1,216,627.59 

Action: Approve the refund as recommended by staff. 


Vertis, Inc., 396782 (OHB) 
4-1-06 to 3-3]-07, $56,995.79 

Action: Approve the refund as recommended by staff. 


Consolidated Electrical Distributors, Inc., 287507 (AC) 
1-1-02 to 12-31-04, $920,073.75 

Action: Approve the refund as recommended by staff. 


TSK America, Inc., 417773 (OHA) 
1-1-07 to 3-31-07, $176,252.45 

Action: Approve the refund as recommended by staff. 


Freight Systems, Inc., 395248 (OHA) 
10-1-04 to 12-31-06, $325,367.74 

Action: Approve the refund as recommended by staff. 


Watsonville Hospital Corporation, 381029 (GHC) 
7-1-03 to 12-31-04, $66,622.83 

Action: Approve the refund as recommended by staff. 
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SPECIAL TAXES MATTERS, CREDITS, CANCELLATIONS AND REFUNDS, 
CONSENT 

With respect to the Special Taxes Matters, Credits, Cancellations and Refunds, 
Consent Agenda, upon a single motion of Ms. Vee, seconded by Mr. Leonard and unanimously 
carried, Dr. Chu, Ms. Yee, Mr. Leonard, Ms. Steel and Ms. Mandel voting yes, Ms. Mandel not 
participating in accordance with Government Code section 7.9 in Equiva Trading Company, 
254407; Equiva Trading Company, 208034; and, Midland National Life Insurance Company, 
427043; the Board made the following orders: 

Equiva Trading Company, 254407, (MT) 
Equiva Trading Company, 208034, (MT) 
3-1-99 to 12-31-01, $3,427,542.73 
Action: Approve the refund as recommended by staff. Ms. Mandel not participating in 
accordance with Government Code section 7.9. 

Nella Oil Company, LLC, 345962 (MT) 
10-1-05 to 12-31-05, $192,683.70 

Action: Approve the refund as recommended by staff. 


Midland National Life Insurance Company, 427043 (ET) 
1-1-04 to 12-31-06, $488,280.81 
Action: Approve the refund as recommended by staff. Ms. Mandel not participating in 
accordance with Government Code section 7.9. 

LEGAL APPEALS MATTERS, ADJUDICATORY 

Rajinder Singh Garcha, 30060 (KH) 
7-1-95 to 6-30-98, $10,894.69 Tax 

Considered by the Board: April 8, 2008 

Contribution Disclosures pursuant to Government Code section 15626: None were disclosed. 

Action: Upon motion of Ms. Vee, seconded by Ms. Mandel and unanimously carried, 

Dr. Chu, Ms. Vee, Mr. Leonard, Ms. Steel and Ms. Mandel voting yes, the Board ordered that the 

petition be redetennined as recommended by the Appeals Division. 


John Richard Dudley, 253691 (KH) 
7-1-00 to 6-30-03, $15,019.87 Tax, $6,112.27 Penalty, $3,615.91 Amnesty Interest Penalty 

Considered by the Board: December II, 2007 

Contribution Disclosures pursuant to Government Code section 15626: None were disclosed. 

Action: Upon motion of Ms. Vee, seconded by Ms. Mandel and unanimously carried, 

Dr. Chu, Ms. Yee, Mr. Leonard, Ms. Steel and Ms. Mandel voting yes, the Board ordered that the 

petition be redetennined as recommended by the Appeals Division. 
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Don Ricardo's Restaurant, Inc., 42025 (AP) 
4-1-95 to 12-31-06, $37,111.60 Tax, $3,711.16 Penalty 
Padrino's, Inc., 42029 (AC) 
4-1-95 to 3-31-98, $179,168.19 Tax, $17,916.81 Penalty, $76,605.02 Amnesty Interest Penalty 
Considered by the Board: February 27, 2008 
Contribution Disclosures pursuant to Government Code section 15626: None were disclosed. 
Action: Upon motion of Dr. Chu, seconded by Mr. Leonard and unanimously carried, 
Dr. Chu, Ms. Yee, Mr. Leonard and Ms. Steel voting yes, Ms. Mandel not participating, the 
Board ordered that the amnesty interest penalty be relieved, otherwise redetermined as 
recommended by the Appeals Division. 

CORPORATE FRANCHISE AND PERSONAL INCOME TAX MATTERS, 
ADJUDICATORY 

Affiliated Funding Corporation, 317945 
2003, $14,446.88 Claim for Refund 

Considered by the Board: Formal Opinion 

Contribution Disclosures pursuant to Government Code section 15626: None were disclosed. 

Action: Upon motion ofMs. Mandel, seconded by Ms. Yee and duly carried, Dr. Chu, 

Ms. Yee and Ms. Mandel voting yes, Mr. Leonard and Ms. Steel voting no, the Board adopted a 

decision sustaining the action of the Franchise Tax Board but did not adopt a formal opinion. 


Ronald C. Nelson and Marie J. Nelson, 329716 

1985, $1,048.54 Accrued Interest 

Considered by the Board: February 27, 2007 

Contribution Disclosures pursuant to Government Code section 15626: None were disclosed. 

Action: Upon motion of Ms. Yee, seconded by Ms. Mandel and unanimously carried, 

Dr. Chu, Ms. Yee, Mr. Leonard, Ms. Steel and Ms. Mandel voting yes, the Board adopted a 

decision modifYing the action of the Franchise Tax Board. 


Constance Zorn, 317272 
1992 to 1994, $216,732.36 Assessment 

Considered by the Board: Presented for Separate Discussion 

Contribution Disclosures pursuant to Government Code section 15626: None were disclosed. 

Action: Upon motion ofMs. Yee, seconded by Ms. Mandel and unanimously carried, 

Dr. Chu, Ms. Yee, Mr. Leonard, Ms. Steel and Ms. Mandel voting yes, the Board adopted a 

decision sustaining the action of the Franchise Tax Board. 


Bruce H. Erler and Lynn N. Erler, 294534 
2001, $756.75 Claim for Refund 
2002, $953.18 Claim for Refund 
Considered by the Board: Presented for Separate Discussion 
Contribution Disclosures pursuant to Government Code section 15626: None were disclosed. 
Action: Ms. Steel moved that the petition be granted. The motion was seconded by 
Mr. Leonard but failed to carry, Mr. Leonard and Ms. Steel voting yes, Dr. Chu, Ms. Yee and 
Ms. Mandel voting no. 
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Upon motion of Ms. Yee, seconded by Ms. Mandel and duly carried, Dr. Chu, 
Ms. Yee and Ms. Mandel voting yes, Mr. Leonard and Ms. Steel voting no, the Board adopted a 
decision modifying the action of the Franchise Tax Board. 

Stanley W. Gribble, 354879 
1994, $1,239,603.62 Claim for Refund 
SWG Management Company, 354880 
1994, $95,441.22 Claim for Refund 
Considered by the Board: Presented for Separate Discussion 
Contribution Disclosures pursuant to Government Code section 15626: None were disclosed. 
Action: Upon motion of Ms. Mandel, seconded by Ms. Yee and duly carried, Dr. Chu, 
Ms. Yee, Mr. Leonard and Ms. Mandel voting yes, Ms. Steel voting no, the Board adopted a 
decision reversing the action with concessions by the Franchise Tax Board in the appeal ofSWG 
Management Company, 354880; and, modified the action with concessions by the Franchise Tax 
Board in the appeal ofStanley W Gribble, 354879. 

Teresa Rothman, 380556 
2004, $2,909.00 Tax, $727.25 Penalty 
Considered by the Board: Presented for Separate Discussion 
Contribution Disclosures pursuant to Government Code section 15626: No contribution 
disclosure forms were filed. The Members noted that their records disclosed no contributions 
from this taxpayer, his agent or participants. 
Action: Upon motion ofMs. Mandel, seconded by Mr. Leonard and duly carried, 
Dr. Chu, Ms. Yee, Mr. Leonard and Ms. Mandel voting yes, Ms. Steel voting no, the Board 
adopted a decision sustaining the action of the Franchise Tax Board. The Board did not impose a 
frivolous appeal penalty. 

Catherine Wimby, 354090 
2005, $851.00 Claim for Refund 
Considered by the Board: September 12,2007 
Contribution Disclosures pursuant to Government Code section 15626: No contribution 
disclosure forms were filed. The Members noted that their records disclosed no contributions 
from this taxpayer, his agent or participants. 
Action: Upon motion of Mr. Leonard, seconded by Ms. Steel and duly carried, 
Mr. Leonard, Ms. Steel and Ms. Mandel voting yes, Dr. Chu and Ms. Yee voting no, the Board 
adopted a decision modifying the Franchise Tax Board's denial of claim for refund to allow for 
Child and Dependent Care Credit expenses in the amount of $984.80. 

Larry Geisel and Rhoda Geisel, 358724 
2000, $92,424.00 Assessment 

Considered by the Board: December 12, 2007 

Contribution Disclosures pursuant to Government Code section 15626: None were disclosed. 

Action: Upon motion of Ms. Mandel, seconded by Ms. Yee and unanimously carried, 

Dr. Chu, Ms. Yee, Ms. Steel and Ms. Mandel voting yes, Mr. Leonard abstaining, the Board 

adopted a decision denying the petition for rehearing. 
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Speakers: Marty Dakessian, Attorney, Akerman Senterfitt LLP, representing Daniel V, Inc., 
342609 

Ron Lane, Taxpayer, Daniel V, Inc., 342609 

Daniel V, Inc., 342609 
1997, $40,759.23 Assessment 
1998, $840,0 I 0.32 Assessment 
Considered by the Board: May 15, 2008 
Contribution Disclosures pursuant to Government Code section 15626: None were disclosed. 
Action: Mr. Leonard moved that the petition be granted. The motion was seconded by 
Ms. Steel but failed to carry, Mr. Leonard and Ms. Steel voting yes, Dr. Chu, Ms. Yee and 
Ms. Mandel voting no. 

Upon motion ofMs. Yee, seconded by Dr. Chu and duly carried, Dr. Chu, 
Ms. Yee and Ms. Mandel voting yes, Mr. Leonard and Ms. Steel voting no, the Board adopted a 
decision sustaining the action of the Franchise Tax Board. 

HOMEOWNER AND RENTER PROPERTY TAX ASSISTANCE MATTERS, 
ADJUDICATORY 

Savann Nhem, 379885 
2006, $1.00 or more 

Considered by the Board: Presented for Separate Discussion 

Contribution Disclosures pursuant to Government Code section 15626: None were disclosed. 

Action: Upon motion ofMs. Yee, seconded by Mr. Leonard and unanimously carried, 

Dr. Chu, Ms. Yee, Mr. Leonard, Ms. Steel and Ms. Mandel voting yes, the Board dismissed the 

appeal. 


Sajjad Riyaz, 349075 
2004, $300.00 
2005, $300.00 
Considered by the Board: March 19,2008 
Contribution Disclosures pursuant to Government Code section 15626: No contribution 
disclosure forms were filed. The Members noted that their records disclosed no contributions 
from this taxpayer, his agent or participants. 
Action: Upon motion ofMs. Yee, seconded by Mr. Leonard and unanimously carried, 
Dr. Chu, Ms. Yee, Mr. Leonard, Ms. Steel and Ms. Mandel voting yes, the Board adopted a 
denying the petition for rehearing. 

SALES AND USE TAX MATTERS, REDETERMINATIONS, RELIEF OF PENALTIES 
AND DENIALS OF CLAIMS FOR REFUND, ADJUDICATORY 

Messer Griesheim Industries, Inc., 435576 (OHB) 
1 1-01 to 12-31-04, $50,534.74 

Considered by the Board: Presented for Separate Discussion 

Contribution Disclosures pursuant to Government Code section 15626: None were disclosed. 

Action: Upon motion of Ms. Yee, seconded by Mr. Leonard and unanimously carried, 

Dr. Chu, Ms. Yee, Mr. Leonard, Ms. Steel and Ms. Mandel voting yes, the Board approved the 

relief ofpenalty as recommended by staff. 
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PCS Leasing Co, L.P., 431274 (OHA) 
1-1-07 to 3-31-07, $59,230.00 
Considered by the Board: March 19,2008 
Contribution Disclosures pursuant to Government Code section 15626: No contribution 
disclosure forms were filed. The Members noted that their records disclosed no contributions 
from this taxpayer, his agent or participants. 
Action: Upon motion of Ms. Vee, seconded by Mr. Leonard and unanimously carried, 
Dr. Chu, Ms. Vee, Mr. Leonard and Ms. Mandel voting yes, Ms. Steel not participating in 
accordance with Government Code section 87105, the Board approved the relief of penalty as 
recommended by staff. 

SALES AND USE TAX MATTERS, CREDITS, CANCELLATIONS AND REFUNDS, 
ADJUDICATORY 

Owens & Minor Distribution, Inc., 306485 (OHB) 
1-1-02 to 12-31-05, $2,072,102.77 

Considered by the Board: Presented for Separate Discussion 

Contribution Disclosures pursuant to Government Code section 15626: None were disclosed. 

Action: Upon motion ofMs. Vee, seconded by Ms. Steel and unanimously carried, 

Dr. Chu, Ms. Vee, Mr. Leonard, Ms. Steel and Ms. Mandel voting yes, the Board approved the 

refund as recommended by staff. 


TAX PROGRAM NONAPPEARANCE MATTERS NOT SUBJECT TO CONTRIBUTION 
DISCLOSURE STATUTE 

PROPERTY TAX MATTERS 

Audits 

CaliTower, Inc. (7960) 
2004, $560,000.00 Escaped Assessment, $56,000.00 Penalties, $184,800.00 In-lieu Interest 
2005, $40,000.00 Escaped Assessment, $4,000.00 Penalties, $9,600.00 In-lieu Interest 
2006, $640,000.00 Escaped Assessment, $64,000.00 Penalties, $96,000.00 In-lieu Interest 
2007, $290,000.00 Excessive Assessment 
Action: Upon motion ofMs. Vee, seconded by Ms. Steel and unanimously carried, 
Dr. Chu, Ms. Vee, Mr. Leonard and Ms. Steel voting yes, Ms. Mandel not participating in 
accordance with Government Code section 7.9, the Board adopted the audit escaped and 
excessive assessments, plus penalties and in-lieu interest, as recommended by staff. 

IP Networks. Inc. (7995) 
2004, $1,570,000.00 Escaped Assessment, $157,000.00 Penalties, $518,100.00 In-lieu Interest 
2005, $130,000.00 Excessive Assessment 
2006, $1,600,000.00 Escaped Assessment, $160,000.00 Penalties, $240,000.00 In-lieu Interest 
2007, $200,000.00 Excessive Assessment 
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Action: Upon motion of Ms. Vee, seconded by Ms. Steel and unanimously carried, 
Dr. Chu, Ms. Vee, Mr. Leonard and Ms. Steel voting yes, Ms. Mandel not participating in 
accordance with Government Code section 7.9, the Board adopted the audit escaped and 
excessive assessments, plus penalties and in-lieu interest, as recommended by staff. 

OFFERS-IN-COMPROMISE RECOMMENDATIONS 

Action: Upon motion of Ms. Yee, seconded by Ms. Steel and unanimously carried, 
Dr. Chu, Ms. Vee, Mr. Leonard, Ms. Steel and Ms. Mandel voting yes, the Board approved the 
Offers in Compromise ofShaJp Image Electronics, Inc.; Fassel Mahmoud Elder; Management 
Insultants L.P.; James Steven Slack; Fadel Mohammed; Elwalani and Marina Elwalani; and 
Angie Wilder; as recommended by staff. 

SALES AND USE TAX APPEALS HEARING 

Norman P. Shockley, Jr., 306953 (GH) 
Acclaim Technology, Inc., 341204 (GH) 
7-1-03 to 9-30-03, $51,488.23 Tax, $11,728.85 Failure to Pay Penalty 
For Petitioner/Claimant: Norman Shockley, Jr., Taxpayer 

Norman Shockley, Sr., Witness 
For Department: Cary Huxsoll, Tax Counsel 
Contribution Disclosures pursuant to Government Code section 15626: None were disclosed. 
Issues: Whether petitioner is personally responsible for the unpaid liability of Acclaim 
Technology, Inc. for the third quarter 2003. 

Whether the failure-to-pay penalty should be relieved. 
Whether Acclaim's overpayments related to unclaimed bad deduction for the 

fourth quarters of 2000, 2001, and 2002 can be offset against its liability for the third quarter 
2003, with corresponding adjustments to petitioner's personal liability. 
Action: Upon motion of Mr. Leonard, seconded by Ms. Vee and unanimously carried, 
Dr. Chu, Ms. Vee, Mr. Leonard, Ms. Steel and Ms. Mandel voting yes, the Board ordered that the 
petition be submitted for decision, granting the petitioner 30 days to file supporting documents, 
the Department 30 days to respond, and the Appeals Division 30 days thereafter to review the 
petitioner's supporting documents, the Department's response and provide its recommendation to 
the Board. 

PUBLIC HEARINGS 

Proposed Amendments to Sales and Use Tax Regulation 1807, Process for 
Reviewing Local Tax Reallocation Inquiries; and, adoption of Regulation 1828, 
Process for Reviewing Transactions and Use Tax Distribution Inquiries. 

David Levine, Tax Counsel, Appeals Division, Legal Department, made 
introductory remarks regarding the proposed amendments to Regulations 1807, Process 0/ 
Reviewing Local Tax Reallocation Inquiries, and 1828, Process/or Reviewing Transactions and 
U"Je Tax Distributions, which are changes to the process ofreviewing petitions for local tax 
reallocations and transition and use tax distributions. (Exhibit 5.15.) 
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Speakers: Fran Mancia, Director of Government Relations, Muniservices 
Dan Carrigg, Legislative Director, League ofCA Cities 
Matt Hinderliter, Audit Manager, HDL 
Al Koch, General Counsel, MuniServices, LLC 
Bob Cendejas, Attorney, Cendejas & Associates 
Dave McPherson, Deputy Finance Director, City of San Jose 

Action: Upon motion ofMs. Yee, seconded by Ms. Mandel and unanimously carried, 
Dr. Chu, Ms. Yee, Mr. Leonard, Ms. Steel and Ms. Mandel voting yes, the Board adopted the 
proposed amendments. 

FINAL ACTION ON SALES AND USE TAX APPEALS HEARINGS HELD MAY 28, 
2008 

Janice Diana Samsing and Mildred Kaunas, 356928 (UT) 
Final Action: Ms. Steel moved that the petition be granted. The motion failed for lack ofa 
second. 

Upon motion ofMr. Leonard, seconded by Ms. Mandel and duly carried, 
Mr. Leonard, Ms. Steel and Ms. Mandel voting yes, Dr. Chu and Ms. Yee voting no, the Board 
ordered that the petitioner be relieved of the interest that accrued from August 8, 2005, when the 
Department should have sent a follow up letter to petitioners, and May 12, 2006, when the 
Department issued the Notice of Determination, and otherwise redetermine in accordance with 
the recommendation of the Appeals Division. 

Foster Poultry Farms, 77405, 265656, 304306 (KHE) 
Final Action: Upon motion of Ms. Yee, seconded by Ms. Mandel and duly carried, Dr. Chu, 
Ms. Yee, Mr. Leonard and Ms. Mandel voting yes, Ms. Steel voting no, the Board ordered that 
the claim be denied and the petition be redetermined as recommended by the Appeals Division. 

Matt Lababedy, 89002316680 (KH) 
Final Action: Upon motion of Ms. Yee, seconded by Ms. Mandel and duly carried, Dr. Chu, 
Ms. Yee and Ms. Mandel voting yes, Mr. Leonard and Ms. Steel voting no, the Board ordered 
that the petition be redetermined as recommended by the Appeals Division. 

The Board adjourned at 3:35 p.m. 

The foregoing minutes are adopted by the Board on June 24. 2008. 
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450 N STREET 

SACRAMENTO, CALIFORN 

NOVEMBER 15, 2011 

000

MR. HORTON: Ms. Olson? 

MS. OLSON: Our item is , Proposed 

Adoption of Amendments to Regulation 1807, Petitions for 

Reallocation of Local Tax, and, Regulation 1828, 

Petitions for stribution or Redistribution of 

sactions and Use Tax. 

We have two speakers. 

MR. HORTON: Members, we have Mr. Johan ehs, 

with the Kl s & Company, President, CEO, CFO, and 

Robin wi local government advocates, HdL Company. 

I'm going to hear from the rtment, t 

I'll go to you and then back to Department. 

Is that 0 y? 

All ght, thank you. 

MR. HELLER: k you, irman Horton, 

Members of the Board. 

Again, I'm Bradley Heller from the Board's 

1 Department and I'm here with Kevin Hanks, from the 

Board's Sales and Use Tax Department. 

We're re to request that the Board adopt the 

proposed amendments to cal Sales and Use Tax 

Regul ion 1807, itions for llocation of Local 

and sactions and Use ,Regulation 1828, titions 

Distribution or stributions of Transactions and 
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Use Tax the Board authoriz r publication du 

its August 23rd, 2011 Business s Committee meeting. 

proposed amendments are intended to 

the Board's review of Local and District tax petitions. 

And I understand that we have rece written public 

comments from Robin Sturdivant of HdL Companies 

also Albin 

And staff can answer any stions regardi 

the regulation and those comments, whatever the Board 

desires. 

MR. HORTON: Thank you ve much. 

Ms. Sturdivant. 

---000

ROBIN STURD 

HdL COMPANIES 

---000--

MS. STURDIVANT: Good mo ng, Mr. Chair and 

Board Members. I'm Robin Sturdivant with the HdL 

Companies. 

And I recently submitted and Ms. Olson 

confirms that y were distributed -- some sort of late 

changes to regulation, to both 1807 1828. 

And se suggestions were in response to 

just a couple of issues we've had with some -- some 

recent 01 r itions. 

And t we're proposing is in certain 

spots throughout the regulation to the wording 

from "Al10cat Group" to "Sales and Use 
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Department" in a couple of dif rent places. 

We're not suggesting a in the process, 

but rather clarifying that the decision's issued in 

response to a petition is the position of Sales and 

Use Tax Department rather than the position of the 

Allocation Group or the Local Revenue location Unit. 

And to avoid confusion, we suggest 

responsibilities of each group be outli in a CCPM. 

And I understand that we're going to public meetings for 

those coming up very soon. 

And the changes that we've suggest just 

seemed to make the regulation a little more consis 

The first half of the regulation re rs 

Allocation Group, the latter half re rs Sales 

and Use Tax Department. So, just to kind of rna it 

more consistent. 

Thank you. 

MR. HORTON: Thank you very much. 

Mr. Klehs? 

---000-

JOHAN KLEHS 

KLEHS & COMPANY 

---000--

MR. KLEHS: Representing the City of Livermore, 

we support the regulation, as we partic in 

drafting it. 

And we have no objections to suggestions by 

HdL. 
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MR. HORTON: Thank you very much. 

Department, any follow-up comments? 

MR. HELLER: Real briefly. 

Staff has reviewed HdL's suggested changes and, 

essentially, it's -- it's just a matter of word choice. 

And staff still thinks that the Allocation Group 

reference is correct because it's -- at least from 

staff's point of view, that is the portion of the Sales 

and Use Tax Department that's supposed to be making 

those decisions at issue in the regulation. 

And that's still how staff would, essentially, 

be reading the regulation if we do change it to Sales 

and Use Tax Department since the Allocation Group would 

still be the portion -- part of the Sales and Use Tax 

Department doing this review and making the decisions, 

but, again, it's a word choice issue. 

And I think the Board Members can decide for 

themselves which -- which language they think is more 

clear for taxpayers. 

MR. HORTON: Thank you. Discussion? 

Member Yee. 

MS. YEE: Thank you, Mr. Chairman. 

I -- I think it's a little bit more than a word 

choice change, but I think -- I want to look at it from 

the perspective of what's in practice. 

And I think with the change, at least the way 

I'm reading it, is that it really captures that whatever 

source a decision is issued within the Sales and Use Tax 
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Department, that it's cons a cision. 

And it may be the All ion within the 

Sales and Use Tax Department, it may somewhere else, 

but I my understanding's that sis of this was 

really a lack of clarity with re , you know, what 

decision where decisions are within the 

Department. 

Now with respect to se t s of matters, I 

would agree with you, I think they rally are from 

the Allocation Group and that has en ctice. 

But -- and we can certainly clari it r 

within the CCPM. But I think the i ent re - I don't 

want to just cast it off as a word choice. It's 

responding to something that actually k ace that I 

hope doesn't take place again. And it really s, I 

think, crystallize for us that whatever ision comes 

out of wherever within the Sales and Use rtment, 

that it is an official decision relat se 

matters. 

So, I just want to re erize what I think 

the change means. 

MR. HORTON: Okay. 

MS. MANDEL: I don't know t -- uhm, uh-oh, 

my mind just went blank I don't I'm not sure that 

the information about what generated s change 

was in your hands because I can tell rna your 

forehead scrunching it looked like you were not liar 

with the particular events that pre it it or 
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maybe you were and you're just forehead scrunchi 

MR. HELLER: . Mandel, I have -- I was not 

involved in any particular petition. I've been brie d 

a little bit on the issues that HdL is concerned 

So, I have some background. 

MS. MANDEL: Okay. 

MR. HELLER: may maybe I was overly 

broad in saying "word ice", I -- I know that, 

least from the perspect of HdL that it was 

to address procedurals, issues that had happened in the 

past, but I think in this case, the regulation's 

amendments are going to r ctive only and 

essentially, as as was i ended previously and as I 

think we would still re regulation in the future, 

that these petitions would still be assigned to the 

Allocation Group, that y would essentially be 

ones that Sales and Use Department would want to 

speak for Department, de ng the petitions at the 

initial review level. 

And I think's maybe why I kind of 

overspoke in saying it was a word choice, but then it 

may have some substantive t in the future. 

MS. YEE: Okay. 


MR. HELLER: Sor 


MR. HORTON: Mr. r. 


MR. RUNNER: , just to -- just to cIa 


yeah, I yeah, I would I'd be a little concerned in 

regards to the fact that t -- I guess to go back 
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to the idea that the words do have meanings and -- and 

consequence and how they're looked at and viewed. 

And, so, I'm going to go back to HdL a little 

bit and just say, hey, I mean, it I would assume that 

you would see this as more than just a word choice, that 

it brings clarity -

MS. STURDIVANT: Correct. 

MR. RUNNER: to the local governments to 

which you represent? 

MS. STURDIVANT: Correct. And the particular 

incident in question here, because of the -- I guess, 

the lack of clarity in the regulation, we have a 

petition that's now going to be delayed because it was 

issued from the incorrect department or group or unit. 

And, so, we've been basically told that the 

first decision is invalid and we'll sort of go back. 

And we'd like to avoid that in the future. 

MR. RUNNER: Can somebody remind me right now 

what the process -- as we deal with this now and if we 

go ahead and accept that, then it's as a -- as a as a 

substitution? 

But what is the process we're in right now and 

how would that -- how would that take place? 

I'm not sure who it 

MR. HORTON: Mr. 

MR. RUNNER: -- yeah. 

MR. HELLER: Senator, this is Bradley Heller -

MR. RUNNER: Okay. 

Electronically signed by Juli Jackson (001-065-206-4972) 3da5811 d-2d86-4afd-a266-a1 c7d2d1 c14c 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

Page 11 

MR. HELLER: - from gal Department. 

MR. RUNNER: Yeah. 

MR. HELLER: Senator r, well, first of 

all, from a procedural standpo 

MR. RUNNER: Uh-huh. 

MR. HELLER: - just re r to the rulemaking 

cess. 

If the Board does want to change the proposed 

1 , the Board can can authorize staff to make 

changes and issue a 15 notice to make the public 

aware of those changes and well bring them back to 

rd for adoption at a later Board meeting, a er 

15-day notice and riod's expired. 

MR. RUNNER: is is - this is not 

substantial enough to be able to meet a 15-day notice at 

t point? 

MR. HELLER: Well, sically, we can do 

t are substantially relat if we do the 15-day 

notice. 

MR. RUNNER: Oh, 0 y. 

MR. HELLER: And, so, this -- I think staff 

lieves these are substantially related to ior 

amendment. 

MR. RUNNER: it can be done on a 15 

notice? 

MR. HELLER: rrect. 

MR. RUNNER: To be able to then be adopt at 

s 

the next meeting? 
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MR. HELLER: That's -- that's correct, yeah. 

MR. RUNNER: Okay. 

MS. YEE: Yeah. 

MR. RUNNER: I certainly would be supportive of 

that as a process. 

MR. HORTON: Okay. Looks like there is support 

for that. 

MS. MANDEL: Can I ask one other question? 

MR. HORTON: Sure. Ms. Mandel. 

MS. MANDEL: Can you just address the comment 

that we got this morning from Mr. Koch? 

MR. HELLER: Yes, Ms. Mandel. 

As we all -- as we discussed back at the, I 

believe, the August Business Taxes Committee Meeting, 

there are -- during the process of, quote, 

"either amending or repealing 

Regulations 1807 and 1828 back in 

2008," 

-- the Board's rulemaking documents did 

indicate that the Board was in the process of amending 

those regulations. 

However, the actual text of what the Board did 

was to strike out the entire text and titles of both 

regulations and then adopt an entirely new underlying 

text and titles of brand-new regulations. 

When those were added to the California Code of 

Regulations by the Office of Administrative Law, they 

interpreted that as a repeal of the prior regulations 
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that were adopted in 2002 and adoption of the new 

regul in 2008. And that's the official notation 

in the lifornia Code of Regulations. 

ard staff has just amended transition 

rules in lations 1807 or has propos amending 

them -- so that they indi e that the lation was 

repealed reenacted or readopted in 2008. 

mainly just so that it's ear and in 

conformity with what's the history es in the 

California Code of Regulations. 

And Mr. Koch, to the extent that his statements 

indicate staff is t ng to expunge the prior 

record of what happened, 's not the case. 

We're just t to conform se amendments 

with cu history notes. And we're not trying to 

change anything that happened in the past, all the 

Board's records remain same as they were, including 

the minutes of all of Board's meet and the texts 

of all of the rulemaking documents, which are all 

official public records available the public on 

request. 

MS. MANDEL: And what about his proposal for -

or is this proposed language have to do with that same 

thing on is? 

proposes some clarifying 1 

MR. HELLER: Ms. Mandel, I really have -- I 

really could not follow where that went, to be honest. 

It just of starts on the word "on" and I don't even 
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know where it s, to be honest. 

MS. MANDEL: The reg. 

MR. HELLER: And I think it's I'm not so 

sure that it's really arifying in any re ct. 

mean, it's - I really can't even -- I was unclear about 

where it went. 

MS. MANDEL: Okay. 

MR. HORTON: Furt r discussion, Members? 

Mr. ller is that sufficient enough r you to 

be able to make changes? 

MR. HELLER: Well-

MS. You need a motion. 

MR. HORTON: I will. 

MS. YEE: Okay. 

MR. HORTON: I just want to rna you 

underst 

MS. YEE: Okay. 

MR. HORTON: Okay, Ms. Yee. 

MS. YEE: I'll move adoption of amendments 

to gulation -- to these regulations as amended per our 

discussion and sent to the 15 y file. 

MR. HORTON: So moved. 

Second by Member Steel. 

Without obje ion, Members, such will be the 

order. 

Mr. Heller. 

MR. HELLER: Chairman Horton, could I just 

clarify? 
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I just wanted to rna sure, HdL's comments 

mostly just re rred to Regul ion 1807, but I just 

wanted to make sure we're making conforming changes to 

both regulations? 

MS. Yes. 

MR. HE Correct? 

MR. HORTON: Yes. 

MS. YEE: Yes. 

MR. HE Per ct, I have all of the 

information I need. 

MS. Yep. 

MR. HORTON: All right, thank you very much, 

appreciate your time. 

MS. STURDIVANT: Thank you very much. 

MR. KLEHS: Thank you. 

---000--
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PORTER'S CERTIFI 

State of California 

ss 

County of Sacramento 

I, JULI PRI JACKSON, Hearing Reporter r the 

Cali rnia Sta Board of Equalization certify that on 

NOVEMBER 15, 2011 I reco verbat, in shorthand, to 

best of my ability, the edings in the 

above-entitled hearing; t I transcribed shorthand 

writing into typewriting; that t precedi pages 1 

through 15 constitute a comple and accurate 

transcription of the shorthand writing. 

d: NOVEMBER 17, 2011 

Hearing Repo r 
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2 DRAFT 

2011 MINUTES OF THE STATE BOARD OF EQUALIZATION 

Tuesday, November 15, 2011 

PUBLIC HEARINGS 

F1 Proposed Adoption of Amendments to Regulation 1616, Federal Areas 

Bradley Heller, Tax Counsel, Legal Department, made introductory remarks 
regarding the adoption of proposed amendments clarifYing the types of transactions with 
governments of federally-recognized Indian tribes that are exempt under Revenue and Taxation 
Code, section 6352 (Exhibit 11.2). 

Speakers were invited to address the Board, but there were none. 

Action: Upon motion ofMr. Runner, seconded by Ms. Vee and unanimously carried, 
Mr. Horton, Ms. Steel, Ms. Yee, Mr. Runner and Ms. Mandel voting yes, the Board adopted 
amendments to Regulation 1616 as recommended by staff. 

F2 Proposed Adoption of Amendments to Regulation 1807, Petitions for 
Reallocation of Local Tax. and, Regulation 1828, Petitions for Distribution or 
Redistribution of Transactions and Use Tax 

Bradley Heller, Tax Counsel, Legal Department, made introductory remarks 
regarding the adoption of proposed amendments to improve the Board's review of local sales and 
use tax and district transactions and use tax petitions (Exhibit 11.3). 

Speakers: Robin Sturdivant, Local Government Advocate, The HdL Companies 
Johan Klehs, President, Johan Klehs & Company, Representing City of 

Livermore 

Action: Upon motion of Ms. Vee, seconded by Ms. Steel and unanimously carried, 
Mr. Horton, Ms. Steel, Ms. Yee, Mr. Runner and Ms. Mandel voting yes, the Board approved 
further changes to the published version of regulations 1807 and 1828 and ordered that the 
changed version be placed in the rulemaking file for 15 days. 

[G1] LEGAL APPEALS MATTERS, CONSENT 

With respect to the Legal Appeals Matters Consent Agenda, upon a single 
motion of Ms. Vee, seconded by Ms. Mandel and unanimously carried, Mr. Horton, Ms. Steel, 
Ms. Vee, Mr. Runner and Ms. Mandel voting yes, the Board made the following orders: 

G1. 1 Tirebusters, Inc., 390462 (CH) 
2-1-93 to 12-31-03, $644,280.69 Tax, $63,912.70 Failure to File Penalty, $1.288.96 Fraud 
Penalty, $319,563.02 Knowingly Operating without a Permit Penalty 
Action: Redetermine as recommended by the Appeals Division. 

Note: These minutes are not final until Board approved. 

http:319,563.02
http:1.288.96
http:63,912.70
http:644,280.69
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To Interested Parties: 

Notice of Proposed Regulatory Action 

by the 


State Board of Equalization 


Proposed to Amendments to California Code of Regulations, Title 18, Section 1807, 
Petitions for Reallocation ofLocal Tax, and 

Section 1828, Petitions for Distribution or Redistribution of 

Transactions and Use Tax 

NOTICE IS HEREBY GIVEN 

The State Board of Equalization (Board), pursuant to the authority vested in it by Revenue and 
Taxation Code (RTC) section 7051, proposes to adopt amendments to California Code of 
Regulations, title 18, sections (Regulations) 1807, Petitions for Reallocation ofLocal Tax, and 
1828, Petitions for Distribution or Redistribution of Transactions and Use Tax. Regulation 
1807 prescribes the procedures the Board follows when reviewing a request or inquiry (petition) 
from a jurisdiction. other than a submission under RTC section 6066.3, for investigation of 
suspected misallocation oflocal sales and use tax under the Bradley-Bums Unifonn Local Sales 
and Use Tax Law (RTC § 7200 et seq.). Regulation 1828 prescribes similar procedures the 
Board follows when reviewing a district's petition for investigation of suspected improper 
distribution or nondistribution ofdistrict transactions (sales) and use tax under the Transactions 
and Use Tax Law (RTC §7251 et seq.). The proposed amendments to Regulations 1807 and 
1828 improve the review processes by: (1) allowing a jurisdiction or district to request a 30-day 
extension to submit its written objection to a notification ofmisallocation; (2) allowing a 
jurisdiction or district to perfect an incomplete petition within 30 days after the date of 
correspondence from the Allocation Group in the Board's Sales and Use Tax Department 
notifying the jurisdiction or district that its petition is incomplete; (3) allowing a jurisdiction or 
district to request that the Allocation Group issue its supplemental decision on a petition within 
60 days after receiving such request and based upon the infonnation in the Allocation Group's 
possession if the Allocation Group does not issue its supplemental decision within three months 
after receiving a timely written objection to its original decision; (4) requiring the Allocation 
Group to forward the petition file to the Appeals Division in the Board's Legal Department 

Item F2 
11.15-11 
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Notice of Proposed Regulatory Action September 23,2011 
Regulations 1807 and 1828 

within 30 days after receiving an objection to its supplemental decision regarding a petition; (5) 
requiring a notice of appeals conference regarding a petition to be mailed to every jurisdiction or 
district that may be substantially affected by the Appeals Division's recommendation to grant 
that petition; and (6) authorizing appeals conference holders in the Appeals Division to grant a 
jurisdiction or district 30 days, instead of 15 days, to submit additional arguments and evidence 
after an appeals conference, and automatically granting opposing jurisdictions or districts 30 
days, instead of 15 days, to file responses to post-conference submissions. The proposed 
amendments to Regulations 1807 and 1828 also clarifY that the Board repealed the 2002 versions 
of the regulations and adopted new versions of the regulations in 2008, clarifY the effect of the 
adoption of the 2008 regulations on petitions filed prior to January 1, 2003, and clarifY that the 
2008 regulations and the proposed 2011 amendments to the 2008 regulations apply to procedures 
occurring after their effective dates. The amendments are not retroactive. 

PUBLIC HEARING 

The Board will conduct a meeting in Room 121, at 450 N Street, Sacramento, California, on 
November 15-17, 2011. The Board will provide notice of the meeting to any person who 
requests that notice in writing and make the notice, including the specific agenda for the meeting, 
available on the Board's Website at www.boe.ca.gov at least 10 days in advance ofthe meeting. 

A public hearing regarding the proposed regulatory action will be held at 9:30 a.m. or as soon 
thereafter as the matter may be heard on November 15, 16, or 17,2011. At the hearing, any 
interested person may present or submit oral or written statements, arguments, or contentions 
regarding the adoption of the proposed amendments to Regulations 1807 and 1828. 

AUTHORITY 

Regulations 1807 and 1828: RTC section 7051. 

REFERENCE 

Regulation 1807: RTC sections 7209 and 7223. 

Regulation 1828: RTC section 7270. 

INFORMATIVE DIGEST/POLICY STATEMENT OVERVIEW 

Current Law 

Counties are authorized to adopt local sales and use tax ordinances in accordance with the 
provisions of the Bradley-Bums Uniform Local Sales and Use Tax Law (RTC § 7201), and all of 
California's counties have adopted ordinances under the terms of this law. Cities are authorized 
to adopt local sales and use tax ordinances in accordance with the Bradley-Bums Uniform Local 
Sales and Use Tax Law, and when a city adopts such an ordinance the city's tax is credited 

http:www.boe.ca.gov
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petitions requesting that the Board investigate suspected improper distributions or 
nondistributions of district transactions and use tax. During the Board's September 15, 2010, 
Business Taxes Committee meeting, Mr. Johan Klehs presented his suggestions to further 
improve the review processes prescribed by Regulations 1807 and 1828, as adopted in 2008, and 
the Board directed its staff to meet with interested parties to discuss Mr. Klehs' suggestions. 

Board staff subsequently met with the interested parties on January 6, 2011, and February 17, 
2011, to discuss Mr. Klehs' suggestions and other interested parties' suggestions for improving 
the review processes prescribed by Regulations 1807 and 1828. Then, Board staff prepared 
Formal Issue Paper 11-004, which set forth Board staffs, Mr. Klehs' and the HdL Companies', 
and MuniServices, LLC's alternative recommendations on how to best amend Regulations 1807 
and 1828 to improve their review processes, and submitted the formal issue paper to the Board 
for consideration at its April 26, 2011, Business Taxes Committee meeting. However, the Board 
did not vote on staff's, Mr. Klehs' and the HdL Companies', and MuniServices, LLC's 
alternative recommendations at the end of the April 26,2011, Business Taxes Committee 
meeting due to the overall lack ofagreement between staff and the interested parties, and among 
the interested parties. Instead, the Board directed staff to develop guidelines explaining what is 
expected of all the parties involved in the review processes prescribed by Regulations 1807 and 
1828 and to continue to work with the interested parties to see if staff and the interested parties 
could agree on how to best amend Regulations 1807 and 1828. 

As a result, Board staff prepared a report, which set forth the expectations ofall the parties 
participating in the Regulation 1807 and Regulation 1828 review processes, and provided the 
report and Board staff's revised recommendation regarding how to best amend Regulations 1807 
and 1828 to the interested parties on August 4,2011. Board staff's revised recommendation 
recommended that both regulations be amended to: (1) allow a jurisdiction or district to request a 
30-day extension to submit its written objection to a notification ofmisallocation; (2) allow a 
jurisdiction or district to perfect an incomplete petition within 30 days after the date of 
correspondence from the Allocation Group in the Board's Sales and Use Tax Department 
notifying the jurisdiction or district that its petition is incomplete; (3) allow a jurisdiction or 
district to request that the Allocation Group issue its supplemental decision on a petition within 
60 days after receiving such request and based upon the information in the Allocation Group's 
possession if the Allocation Group does not issue its supplemental decision within three months 
after receiving a timely written objection to its original decision; (4) require the Allocation 
Group to forward the petition file to the Appeals Division in the Board's Legal Department 
within 30 days after receiving an objection to its supplemental decision regarding a petition; and 
(5) require a notice of appeals conference regarding a petition to be mailed to every jurisdiction 
or district that may be substantially affected by the Appeals Division's recommendation to grant 
that petition; and (6) authorize appeals conference holders in the Appeals Division to grant a 
jurisdiction or district 30 days, instead of 15 days, to submit additional arguments and evidence 
after an appeals conference, and automatically grant opposing jurisdictions or districts 30 days, 
instead of 15 days, to file responses to post-conference submissions. Board staff's revised 
recommendation also recommended that both regulations be amended to clarify that the Board 
repealed the 2002 versions of the regulations and adopted new versions of the regulations in 
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NO MANDATE ON LOCAL AGENCIES AND SCHOOL DISTRICTS 

The Board has detennined that the adoption ofthe proposed amendments to Regulations 1807 
and 1828 will not impose a mandate on local agencies or school districts, including a mandate 
that is required to be reimbursed under part 7 (commencing with section 17500) ofdivision 4 of 
title 2 of the Government Code. 

NO COST OR SAVINGS TO STATE AGENCIES, LOCAL AGENCIES, AND SCHOOL 
DISTRICTS 

The Board has detennined that the adoption of the proposed amendments to Regulations 1807 
and 1828 will result in no direct or indirect cost or savings to any state agency, any cost to local 
agencies or school districts that is required to be reimbursed under part 7 (commencing with 
section 17500) ofdivision 4 of title 2 of the Government Code, other non-discretionary cost or 
savings imposed on local agencies, or cost or savings in federal funding to the State of 
California. 

NO SIGNIFICANT STATEWIDE ADVERSE ECONOMIC IMPACT DIRECTLY 
AFFECTING BUSINESS 

The adoption of the proposed amendments to Regulations 1807 and 1828 will improve the 
Board's processes for reviewing jurisdictions' petitions for the investigation of suspected 
misallocations oflocal sales and use tax and districts' petitions for investigation of suspected 
improper distributions or nondistributions ofdistrict transactions and use tax, without imposing 
any new requirements on the businesses that report and pay such taxes. Therefore, the Board has 
made an initial determination that the adoption of the proposed amendments to Regulations 1807 
and 1828 will not have a significant, statewide adverse economic impact directly affecting 
business, including the ability ofCalifornia businesses to compete with businesses in other 
states. 

The adoption of the proposed amendments to Regulations 1807 and 1828 may affect small 
business. 

NO COST IMPACTS TO PRIVATE PERSONS OR BUSINESSES 

The Board is not aware ofany cost impacts that a representative private person or business 
would necessarily incur in reasonable compliance with the proposed action. 

RESUL TS OF THE ASSESSMENT REQUIRED BY GOVERNMENT CODE SECTION 
11346.3, SUBDIVISION (b) 

The Board has determined that the adoption of the proposed amendments to Regulation 1807 and 
1828 will neither create nor eliminate jobs in the State of California nor result in the elimination 
of existing businesses nor create or expand business in the State of California. 
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on which the proposed amendments are based are available to the public upon request. The 
rulemaking file is available for public inspection at 450 N Street, Sacramento, California. The 
express terms of the proposed amendments to Regulations 1807 and 1828, and the initial 
statement of reasons are also available on the Board's Website at wWlv.boe.ca.gov. 

SUBSTANTIALLY RELATED CHANGES PURSUANT TO GOVERNMENT CODE 
SECTION 11346.8 

The Board may adopt the proposed amendments to Regulations 1807 and 1828 with changes that 
are nonsubstantial or solely grammatical in nature, or sufficiently related to the original proposed 
text that the public was adequately placed on notice that the changes could result from the 
originally proposed regulatory action. If a sufficiently related change is made to the proposed 
amendments to Regulation 1807 or Regulation 1828, the Board will make the full text of the 
resulting regulation, with the change clearly indicated, available to the public for at least 15 days 
before adoption. The text of the resulting regulation will be mailed to those interested parties 
who commented on the original proposed amendments orally or in writing or who asked to be 
informed of such changes. The text of the resulting regulation will also be available to the public 
from Mr. Bennion. The Board will consider written comments on the resulting regulation that 
are received prior to adoption. 

AVAILABILITY OF FINAL STATEMENT OF REASONS 

If the Board adopts the proposed amendments to Regulations 1807 and 1828, the Board will 
prepare a Final Statement ofReasons, which will be made available for inspection at 450 N 
Street, Sacramento, California, and available on the Board's Website at l'vww.boe.ca.gov. 

Sincerely, 

'ila...:q t!j.Jt:/>J 

Diane G. Olson, Chief 
Board Proceedings Division 

DGO:reb 
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In addition, districts (cities, counties, cities and counties, and other governmental entities) 
are authorized to adopt district transactions (sales) and use tax ordinances in accordance 
with the Transactions and Use Tax Law (RTC §725 I et seq.). The ordinance imposing a 
district transactions and use tax must include provisions identical to those of the Sales 
and Use Tax Law (RTC § 6001 et seq.) with certain exceptions, which include the rate of 
tax and the substitution ofthe name of the district as the taxing agency in place of the 
state. (RTC §§ 7261 and 7262.) Also, each district is required to contract with the Board 
to have the Board perform all the functions related to the administration and operation of 
its district transactions and use tax ordinance in conjunction with the Board's 
administration ofthe Sales and Use Tax Law. (RTC § 7270.) 

The Board is required to periodically transmit transactions and use taxes to the districts 
for which they were collected. (RTC § 7271.) The Board may redistribute local taxes 
when there is an error (RTC §7269) and Regulation 1828, Petitions for Distribution or 
Redistribution of Transactions and Uve Tax, prescribes the procedures that apply when a 
district files a petition requesting that the Board investigate a suspected improper 
distribution or nondistribution ofdistrict transactions and use tax. 

Proposed Amendments to Regulations 1807 and 1828 

Regulations 1807 and 1828 were originally adopted in 2002. The original 2002 versions 
ofRegulations 1807 and 1828 were repealed and new versions of Regulations 1807 and 
1828 were adopted in 2008 in order to streamline the Board's review ofjurisdictions' 
petitions requesting that the Board investigate suspected misallocations of local sales and 
use tax and districts' petitions requesting that the Board investigate suspected improper 
distributions or nondistributions of district transactions and use tax. During the Board's 
September 15, 2010, Business Taxes Committee meeting, Mr. Johan K1ehs presented his 
suggestions to further improve the review processes prescribed by Regulations 1807 and 
1828, as adopted in 2008, and the Board directed its staff to meet with interested parties 
to discuss Mr. Klehs' suggestions. 

Board staff subsequently met with the interested parties on January 6,2011, and February 
17, 2011, to discuss Mr. K1ehs' suggestions and other interested parties' suggestions for 
improving the review processes prescribed by Regulations 1807 and 1828. Then, Board 
staff prepared Formal Issue Paper 11-004, which set forth Board staffs, Mr. K1ehs' and 
the HdL Companies', and MuniServices, LLC's alternative recommendations on how to 
best amend Regulations 1807 and 1828 to improve their review processes, and submitted 
the formal issue paper to the Board for consideration at its April 26, 2011, Business 
Taxes Committee meeting. However, the Board did not vote on staffs, Mr. Klehs' and 
the HdL Companies', and MuniServices, LLC's al ternati ve recommendations at the end 
ofthe April 26, 2011, Business Taxes Committee meeting due to the overall lack of 
agreement between staff and the interested parties, and among the interested parties. 
Instead, the Board directed staff to develop guidelines explaining what is expected of all 
the parties involved in the review processes prescribed by Regulations 1807 and 1828 
and to continue to work with the interested parties to see if staff and the interested parties 
could agree on how to best amend Regulations 1807 and 1828. 
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his support for Board staffs revised recommendation, Ms. Robin Sturdivant expressed 
the HdL Companies' support for staffs revised recommendation, and Ms. Christy Bouma 
expressed MuniServices, LLC's opinion that the amendments contained in staffs revised 
recommendation will improve Regulation 1807's and Regulation 1828's review 
processes. In addition, the Board agreed with Board staff's revised recommendation to 
amend Regulation 1807, subdivision (g), and Regulation 1828, subdivision (t), to indicate 
that the regulations were repealed and readopted in 2008 because the amendments are 
consistent with the actual 2008 events and the regulations' history notes in the California 
Code ofRegulations. However, the Board noted that the Board's website incorrectly 
indicated that both regulations were substantially "amended" in 2008, not repealed and 
readopted, and that the language on the Board's website likely led to MuniServices, 
LLC's concerns about Board's staff's recommended amendments to Regulation 1807, 
subdivision (g), and Regulation 1828, subdivision (f), and the Board directed staffto 
correct the Board's website. 

At the conclusion of the August 23,2011, Business Taxes Committee meeting, the Board 
agreed with Board staff, Mr. Klehs, the HdL Companies, and MuniServices, LLC that the 
amendments to Regulations 1807 and 1828 set forth in staff's revised recommendation 
improved the review processes prescribed by both regulations and that the amendments 
were reasonably necessary for the specific purpose of improving the Board's 
administration of local sales and use taxes and district transactions and use taxes. 
Therefore, the Board unanimously voted to authorize staff to begin the formal rulemaking 
process to adopt the amendments to Regulations 1807 and 1828 contained in staff's 
revised recommendation, as set forth in the Informal Issue Paper dated August to, 2011. 

There are no comparable federal regulations or statutes to Regulations 1807 and 1828. 

DOCUMENTS RELIED UPON 

The Board relied upon Formal Issue Paper 11-004, the Informal Issue Paper dated August 
10, 2011, the exhibits to the formal issue paper and informal issue paper, and comments 
made during the Board's discussion of the formal issue paper and informal issue paper 
during its April 26, 2011, and August 23, 2011, Business Taxes Committee meetings, 
respectively, in deciding to propose the amendments to Regulations 1807 and 1828 
described above. 

ALTERNATIVES CONSIDERED 

The Board considered four alternatives to the proposed amendments to Regulations 1807 
and 1828 during its April 26, 2011, Business Taxes Committee meeting, which are 
described in detail in Formal Issue Paper 11-004. Alternative 1 was recommended by 
Board staff, alternative 2 was recommended by Mr. Klehs and supported by the HdL 
Companies, and alternatives 3 and 4 were recommended by MuniServices, LLC. 

All four alternatives recommended that Regulations 1807 and 1828 be amended to: (1) 
allow a jurisdiction or district to request a 30-day extension to submit its written 
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filed prior to January 1,2003, and clarify that the 2008 regulations and the proposed 2011 
amendments to the regulations apply to procedures occurring after their effective dates 
and are not retroactive. Alternative 3 recommended that the Board adopt Regulations 
1807.1 and 1828.1 containing the provisions of Regulations 1807 and 1828 as 
recommended to be amended in alternative 3, and amend Regulations 1807 and 1828 so 
that they cease to be operative when Regulations 1807.1 and 1828.1 become operative in 
order to make it clear that the provisions ofnew Regulations 1807.1 and 1828.1 are not 
retroactive. Alternative 4 simply recommended amending Regulations 1807 and 1828 to 
provide that the 2011 amendments have no retroactive effect. In its revised 
recommendation in the Informal Issue Paper dated August 10, 2011, Board staff 
continued to recommend that the transition rules in Regulation 1807) subdivision (g), and 
Regulation 1828, subdivision (t), be clarified as originally recommended by staff in 
alternative 1. However, MuniServices, LLC, recommend that the transition rules be 
revised to indicate that Regulations 1807 and 1828 were amended, rather than repealed 
and readopted, in 2008. The Board voted to propose to amend the transition rules in the 
manner recommended by staff because the Board agreed that staff's recommended 
amendments were consistent with the actual 2008 events and the regulations' history 
notes in the California Code of Regulations, and the Board determined that staff's 
recommended amendments clarified the regulations' existing transition rules without 
creating unnecessary confusion. 

Alternative 2 also recommended that the Board amend Regulations 1807 and 1828 to: (1) 
limit the time the Allocation Group has to prepare a second supplement decision after it 
receives an objection to its original supplemental decision; (2) require the Appeals 
Division to schedule an appeals conference within six months after receiving a petition 
file from the Allocation Group, and require the Appeals Division to schedule an appeals 
conference within 90 days after the Board receives an objection to a second supplemental 
decision; (3) reduce the additional time the Board's Chief Counsel can grant the Appeals 
Division to prepare its Decision and Recommendation (D&R) regarding a petition to 30 
days; (4) eliminate the procedures for the parties to a petition to request that the Appeals 
Division reconsider its D&R and issue a Supplemental D&R; and (5) require the Board to 
issue a notice ofhearing within 90 days after a party to a petition files a timely request for 
a Board hearing. The Board did no vote on whether to propose any of these amendments 
because they were no longer being recommended by Mr. Klehs or the HdL Companies at 
the time of the Board's August 23, 2011, Business Taxes Committee meeting. 

Alternatives 3 and 4 also recommended that the Board amend Regulations 1807 and 1828 
to: (1) impose a 270-day limit on the Allocation Group's initial investigation of a 
petition, require the Allocation Group to meet and confer with the petitioner regarding the 
status of its investigation if it has not issued a decision on the petition within that period, 
and allow the petitioner to request that the Allocation Group issue its decision within 30 
days after it has met and conferred with the petitioner without regard to the status of the 
investigation; (2) prohibit an appeals conference holder from accepting post-conference 
submissions outside of the 30-day periods provided in the regulation, except upon the 
agreement ofall the parties to a petition; and (3) require a party to a petition to provide a 
justification as to why that party is presenting new evidence to the Board prior to a Board 
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Text of Proposed Amendments to 


California Code of Regulations, Title 18, Section 1807, 


Petitions for Reallocation ofLocal Tax 

Regulation 1807. Petitions for Reallocation of Local Tax. 

(a) Definitions. 

(l) Local Tax. "Local tax" means a local sales and use tax adopted pursuant to 
Revenue and Taxation Code section 7200, et seq., and administered by the Board. 

(2) Jurisdiction. "Jurisdiction" means any city. county, city and county, or 

redevelopment agency which has adopted a local tax. 


(3) Petition. "Petition" means a request or inquiry from ajurisdiction, other than a 
submission under Revenue and Taxation Code section 6066.3, for investigation of 
suspected misallocation oflocal tax submitted in writing to the Allocation Group of 
the Sales and Use Tax Department. The petition must contain sufficient factual data 
to support the probability that local tax has been erroneously allocated and 
distributed. Sufficient factual data should include, for each business location being 
questioned: 

(A) Taxpayer name, including owner name and fictitious business name or dba 
(doing business as) designation. 

(B) Taxpayer's permit number or a notation stating "No Permit Number." 

(C) Complete business address of the taxpayer. 

(D) Complete description of taxpayer's business activity or activities. 

(E) Specific reasons and evidence why the taxpayer's allocation is questioned. If 
the petition alleges that a misallocation occurred because a sale location is 
unregistered. evidence that the questioned location is a selling location or that it is 
a place ofbusiness as defined by California Code of Regulations, title 18, section 
1802. If the petition alleges that a misallocation occurred because the tax for a 
sale shipped from an out-of-state location was actually sales tax and not use tax, 
evidence that there was participation in the sale by an in-state office of the retailer 
and that title to the goods passed to the purchaser inside California. 

(F) Name, title, and telephone number of the contact person. 

(G) The tax reporting periods involved. 

"Petition" also includes an appeal by a jurisdiction from a notification from the Local 
Revenue Allocation Unit of the Sales and Use Tax Department that local taxes 
previously allocated to it were misallocated and will be reallocated. Such a 
jurisdiction may object to that notification by submitting a written petition to the 



Allocation Group requesting the missing infotmation to make a supplemental 
submission. If the supplemental submission contains the necessary elements 
identified in subdivision (a)(3), then the date of receipt ofthe original submission will 
be regarded as the date ofknowledge. In the event that a submission is not perfected 
within this 30 day period, it will not qualify as a valid petition. 

(2) The Al1ocation Group will review the petition and issue to the petitioner a written 
decision to grant or deny the petition, including the basis for that decision. The 
written decision will also note the date ofknowledge, and ifother than the date the 
petition was received, will include the basis for that date. A reallocation will be made 
if the preponderance ofevidence, whether provided by petitioner or obtained by 
Board staff as part of its investigation of the petition, shows that there was a 
misallocation. If the preponderance of evidence does not show that a misallocation 
occurred, the petition will be denied. 

(3) If the Allocation Group does not issue a decision within six months of the date it 
receives a valid petition, the petitioner may request that the Allocation Group issue its 
decision without regard to the status of its investigation. Within 90 days ofreceiving 
such a request, the Allocation Group will issue its decision based on the infotmation 
in its possession. 

(4) If the decision of the Allocation Group is that the asserted misallocation did not 
occur and that the petition should be denied, in whole or in part, the petitioner may 
submit to the Allocation Group a written objection to the decision under subdivision 
(b)(6). 

(5) If the decision of the Allocation Group is that a misallocation did occur, it will 
also mail a copy of its decision to any substantially affected jurisdiction. Any such 
notified jurisdiction may submit to the Allocation Group a written objection to the 
decision under subdivision (b)(6). 

(6) The petitioner or any notified jurisdiction may appeal the decision of the 
Allocation Group by submitting a written objection to the AIIocation Group within 30 
days of the date ofmailing of the Allocation Group's decision, or within a period of 
extension authorized by subdivision (b)(91O). Ifno such timely objection is 
submitted, the decision of the Allocation Group is final as to the petitioner and all 
notified jurisdictions. 

(7) If the petitioner or a notified jurisdiction submits a timely written objection to the 
decision of the Allocation Group, the Allocation Group will consider the objection 
and issue a written supplemental decision to grant or deny the objection, including the 
basis for that decision. A copy of the supplemental decision will be mailed to the 
petitioner, to any notified jurisdiction, and to any other jurisdiction that is 
substantial1y affected by the supplemental decision. 
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Sales and Use Tax Department will thereafter be mailed notice of the appeals 
conference, which will generally be sent at least 45 days prior to the scheduled date of 
the conference. 

(A) Petitioner or any notified jurisdiction may continue to discuss the dispute with 
staff of the Sales and Use Tax Department after the dispute is referred to the 
Appeals Division. If, as a result of such discussions or otherwise, the Sales and 
Use Tax Department decides the supplemental decision ofthe Allocation Group 
was incorrect or that further investigation should be pursued, it shaH so notify the 
Appeals Division, the petitioner, and all notified jurisdictions. 

(8) If the Department sends notice to the Appeals Division in accordance with the 
subdivision (c)(2)(A) no later than 30 days prior to the date scheduled for the 
appeals conference, the Appeals Division will suspend its review and the dispute 
will be returned to the Department. The Department will thereafter issue a second 
supplemental decision, or will return the dispute to the Appeals Division along 
with a report of its further investigation, if appropriate, for the review and 
decision of the Appeals Division. 

(C) If the Department sends notice to the Appeals Division in accordance with 
subdivision (c)(2)(A) less than 30 days prior to the date scheduled for the appeals 
conference, the Appeals Division will decide whether the dispute should be 
returned to the Department or remain with the Appeals Division, and notify the 
parties accordingly. If the dispute is returned to the Department, the Department 
will thereafter issue a second supplemental decision, or will return the dispute to 
the Appeals Division along with a report of its further investigation, if 
appropriate, for the review and decision of the Appeals Division. 

(D) Where the Department issues a second supplemental decision in accordance 
with subdivision (c)(2)(8) or (c)(2)(C), it will send a copy of the decision to the 
petitioner, any notified jurisdiction, and any other jurisdiction that is substantially 
affected by the second supplemental decision, any ofwhom may appeal the 
second supplemental decision by submitting a written objection under subdivision 
(c)(1) within 30 days ofthe date ofmailing of that supplemental decision, or 
within a period ofextension authorized by subdivision (b)(910). If no such timely 
objection is submitted, the second supplemental decision is final as to the 
petitioner and all notified jurisdictions. 

(3) The appeals conference is not an adversarial proceeding, but rather is an infonnal 
discussion where the petitioner, any notified jurisdictions who wish to participate, and 
the Sales and Use Tax Department have the opportunity to explain their respective 
positions regarding the relevant facts and law to the Appeals Division conference 
holder. To make the conference most productive, each participant should submit all 
facts, law, argument, and other infonnation in support of its position to the Appeals 
Division conference holder, and to the other participants, at least 15 days before the 
date of the appeals conference; however, relevant facts and arguments will be 
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(7) Whether or not an RFR is submitted, at any time prior to the time the 
recommendation in the D&R or prior SD&R is acted on by the Department as a final 
matter or the Board has held an oral hearing on the petition, the Appeals Division 
may issue an SD&R as it deems necessary to augment, clarify, or correct the 
information, analysis, or conclusions contained in the D&R or any prior SD&R. 

(8) If no RFR is submitted under subdivision (c)( 6) or request for Board hearing 
under subdivision (d)(l) within 60 days of the date ofmailing of the D&R or any 
SD&R, the D&R or SD&R as applicable is final as to the petitioner and all notified 
jurisdictions unless the Appeals Division issues an SD&R under subdivision (c)(7). 

(d) Review by Board. 

(I) The petitioner or any notified jurisdiction may submit a written request for Board 
hearing ifit does so to the Board Proceedings Division within 60 days of the date of 
mailing of the D&R or any SD&R. Such a request must state the basis for the 
jurisdiction's disagreement with the D&R or SD&R as applicable and include all 
additional information in its possession that supports its position. 

(2) Ifthe Board Proceedings Division receives a timely request for hearing under 
subdivision (d)(1), it will notifY the Sales and Use Tax Department, the petitioner, 
any notified jurisdiction, any other jurisdiction that would be substantially affected if 
the petition were granted, and the taxpayer(s) whose allocations are the subject of the 
petition, that the petition for reallocation of local tax is being scheduled for a Board 
hearing to determine the proper allocation. 

(3) The Sales and Use Tax Department, the petitioner, and all jurisdictions notified of 
the Board hearing pursuant to subdivision (d)(2) are parties and may participate in the 
Board hearing. The taxpayer is not a party to the Board hearing unless it chooses to 
actively participate in the hearing process by either filing a briefor making a 
presentation at the hearing. 

(4) Briefs may be submitted for the Board hearing in accordance with California 
Code of Regulations, title 18, sections 5270 and 5271. 

(5) To the extent not inconsistent with this regulation, the hearing will be conducted 
in accordance with Chapter 5 of the Board ofEqualization Rules for Tax Appeals 
(Cal. Code Regs., tit. 18, § 5510, et seq.). The Board will apply the preponderance of 
evidence rules set forth in subdivision (b )(2) in reaching its decision and not the 
burden of proof rules set forth in California Code ofRegulations, title J8, section 
5541. The Board's final decision on a petition for reallocation exhausts all 
administrative remedies on the matter for all jurisdictions. 

(e) Limitation Period for Redistributions. Redistributions shall not include amounts 
originally distributed earlier than two quarterly periods prior to the quarter of the date of 
knowledge. 
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Text of Proposed Amendments to 

California Code of Regulations, Title 18, Section 1828, 

Petitionsfor Distribution or Redistribution ofTransactions and Use Tax 

Regulation 1828. Petitions for Distribution or Redistribution of Transactions and 
Use Tax. 

(a) Definitions. 

(1) District Tax. "District tax" means a transaction and use tax adopted pursuant to 
Revenue and Taxation Code section 7251, et seq., or pursuant to Revenue and 
Taxation Code section 7285, et seq., and administered by the Board. 

(2) District. "District" means any entity, including a city, county, city and county, or 
special taxing jurisdiction, which has adopted a district tax. 

(3) Petition. "Petition" means a request or inquiry from a district for investigation of 
suspected improper distribution or nondistribution ofdistrict tax submitted in writing 
to the Allocation Group of the Sales and Use Tax Department. The petition must 
contain sufficient factual data to support the probability that district tax has not been 
distributed or has been erroneously distributed. Sufficient factual data should include, 
for each business location being questioned: 

(A) Taxpayer name, including owner name and fictitious business name or dba 
(doing business as) designation. 

(B) Taxpayer's pennit number or a notation stating "No Pennit Number." 

(C) Complete business address of the taxpayer. 

(D) Complete description of taxpayer's business activity or activities. 

(E) Specific reasons and evidence why the distribution or nondistribution is 
questioned, identifying the delivery location or locations of the property the sales 
of which are at issue. If the petition alleges that the subject transactions are 
subject to the district's use tax, evidence that the retailer is engaged in business in 
the district as provided in California Code ofRegulations, title 18, section 1827, 
subdivision (c). 

(F) Name, title, and telephone number of the contact person. 

(G) The tax reporting periods involved. 

"Petition" also includes an appeal by a district from a notification from the Local 
Revenue Allocation Unit of the Sales and Use Tax Department that district taxes 
previously allocated to it were misallocated and will be reallocated. Such a district 
may object to that notification by submitting a written petition to the Allocation 
Group within 30 days of the date ofmailing of the notification or within a period of 



be regarded as the date ofknowledge. In the event that a submission is not perfected 
within this 30 day period, it will not gualify as a valid petition. 

(2) The Allocation Group will review the petition and issue to the petitioner a written 
decision to grant or deny the petition, including the basis for that decision. The 
written decision will also note the date ofknowledge, and ifother than the date the 
petition was received, will include the basis for that date. A redistribution will be 
made if the preponderance of evidence, whether provided by petitioner or obtained by 
Board staff as part of its investigation of the petition, shows that there was an error in 
distribution. If the preponderance of evidence does not show that an error in 
distribution occurred, the petition will be denied. 

(3) If the Allocation Group does not issue a decision within six months of the date it 
receives a valid petition, the petitioner may request that the Allocation Group issue its 
decision without regard to the status of its investigation. Within 90 days of receiving 
such a request, the Allocation Group will issue its decision based on the information 
in its possession. 

(4) If the decision of the Allocation Group is that the asserted error in distribution did 
not occur and that the petition should be denied, in whole or in part, the petitioner 
may submit to the Allocation Group a written objection to the decision under 
subdivision (b)(6). 

(5) If the decision of the Allocation Group is that an error in distribution did occur, it 
will also mail a copy ofits decision to any substantially affected district. Any such 
notified district may submit to the Allocation Group a written objection to the 
decision under subdivision (b)(6). 

(6) The petitioner or any notified district may appeal the decision of the Allocation 
Group by submitting a written objection to the Allocation Group within 30 days of 
the date ofmailing of the Allocation Group's decision, or within a period of extension 
authorized by subdivision (b)(91O). If no such timely objection is SUbmitted, the 
decision of the Allocation Group is final as to the petitioner and all notified districts. 

(7) Ifthe petitioner or a notified district submits a timely written objection to the 
decision of the Allocation Group, the Allocation Group will consider the objection 
and issue a written supplemental decision to grant or deny the objection, including the 
basis for that decision. A copy of the supplemental decision will be mailed to the 
petitioner, to any notified district, and to any other district that is substantially 
affected by the supplemental decision. 

(8) If the Allocation Group does not issue a supplemental decision within three 
months ofthe date it receives a written timely objection to the decision of the 
Allocation Group, the petitioner or any notified district may reguest that the 
Allocation Group issue its supplemental decision without regard to the status of its 
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Appeals Division. If,as a result of such discussions or otherwise, the Sales and 
Use Tax Department decides the supplemental decision of the Allocation Group 
was incorrect or that further investigation should be pursued, it shall so notify the 
Appeals Division, the petitioner, and all notified districts. 

(B) If the Department sends notice to the Appeals Division in accordance with the 
subdivision (c)(2)(A) no later than 30 days prior to the date scheduled for the 
appeals conference, the Appeals Division will suspend its review and the dispute 
will be returned to the Department. The Department will thereafter issue a second 
supplemental decision, or will return the dispute to the Appeals Division along 
with a report of its further investigation, if appropriate, for the review and 
decision of the Appeals Division. 

(C) If the Department sends notice to the Appeals Division in accordance with 
subdivision (c)(2)(A) less than 30 days prior to the date scheduled for the appeals 
conference, the Appeals Division will decide whether the dispute should be 
returned to the Department or remain with the Appeals Division, and notify the 
parties accordingly. If the dispute is returned to the Department, the Department 
will thereafter issue a second supplemental decision, or will return the dispute to 
the Appeals Division along with a report of its further investigation, if 
appropriate, for the review and decision of the Appeals Division. 

(D) Where the Department issues a second supplemental decision in accordance 
with subdivision (c)(2)(B) or (c)(2)(C), it will send a copy ofthe decision to the 
petitioner, any notified district, and any other district that is substantially affected 
by the second supplemental decision, any of whom may appeal the second 
supplemental decision by submitting a written objection under subdivision (c)(l) 
within 30 days of the date ofmailing of that supplemental decision, or within a 
period of extension authorized by subdivision (b)(910). If no such timely 
objection is submitted, the second supplemental decision is final as to the 
petitioner and all notified districts. 

(3) The appeals conference is not an adversarial proceeding. but rather is an infonnal 
discussion where the petitioner, any notified districts who wish to participate, and the 
Sales and Use Tax Department have the opportunity to explain their respective 
positions regarding the relevant facts and law to the Appeals Division conference 
holder. To make the conference most productive. each participant should submit all 
facts, law, argument, and other infonnation in support of its position to the Appeals 
Division conference holder, and to the other participants, at least IS days before the 
date of the appeals conference; however, relevant facts and arguments will be 
accepted at any time at or before the appeals conference. If, during the appeals 
conference, a participant requests pennission to submit additional written arguments 
and documentary evidence, the conference holder may grant that participant ~30 
days after the appeals conference, or 3Q days '.vitfi suffieieBtjastifieation, to submit to 
the conference holder, with copies to all other participants, such additional arguments 
and evidence. Any other participant at the conference who is in opposition to the 
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(8) If no RFR is submitted under subdivision (c)( 6) or request for Board hearing 
under subdivision (d)(l) within 60 days of the date ofmailing of the D&R or any 
SD&R, the D&R or SD&R as applicable is final as to the petitioner and all notified 
districts unless the Appeals Division issues an SD&R under subdivision (c)(7). 

(d) Review by Board. 

(1) The petitioner or any notified district may submit a written request for Board 
hearing if it does so to the Board Proceedings Division within 60 days of the date of 
mailing of the D&R or any SD&R. Such a request must state the basis for the 
district's disagreement with the D&R or SD&R as applicable and include all 
additional infOlmation in its possession that supports its position. 

(2) If the Board Proceedings Division receives a timely request for hearing under 
subdivision (d)( 1), it will notify the Sales and Use Tax Department, the petitioner, 
any notified district, any other district that would be substantially affected if the 
petition were granted, and the taxpayer(s) whose distribution (or nondistribution) are 
the subject of the petition, that the petition for redistribution ofdistrict tax is being 
scheduled for a Board hearing to determine the proper distribution. 

(3) The Sales and Use Tax Department, the petitioner, and all districts notified of the 
Board hearing pursuant to subdivision (d)(2) are parties and may participate in the 
Board hearing. The taxpayer is not a party to the Board hearing unless it chooses to 
actively participate in the hearing process by either filing a briefor making a 
presentation at the hearing. 

(4) Briefs may be submitted for the Board hearing in accordance with California 
Code of Regulations, title 18. sections 5270 and 5271. 

(5) To the extent not inconsistent with this regulation, the hearing will be conducted 
in accordance with Chapter 5 of the Board of Equalization Rules for Tax Appeals 
(Cal. Code Regs., tit. 18, § 5510, et seq.). The Board will apply the preponderance of 
evidence rules set forth in subdivision (b)(2) in reaching its decision and not the 
burden ofproofrules set forth in California Code ofRegulations, title 18, section 
5541. The Board's final decision on a petition for redistribution exhausts all 
administrative remedies on the matter for all districts. 

(e) Limitation Period for Redistributions. 

For redistributions where the date ofknowledge is prior to January 1,2008, the standard 
three-year statute of limitations is applicable, based on the date ofknowledge. For 
redistributions where the date ofknowledge is on or after January 1,2008, redistributions 
shall not include amounts originally distributed earlier than two quarterly periods prior to 
the quarter of the date ofknowledge. 

(0 Operative Date and Transition Rules. 
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Regulation History 


Type of Regulation: Sales and Use Tax 

Regulations: 1807 and 1828 

Title: 1807, Petitions for Reallocation ofLocal Tax, 

and 1828. Petitions for Distribution or Redistribution of Transactions and Use Tax 

Preparation: Brad Heller 

Legal Contact: Brad Heller 


Board proposes to amend Regulation 1807, Petitions for Reallocation of Local Tax, 

and Regulation 1828, Petitions for Distribution or Redistribution of Transactions and 

Use Tax, to clarify the Board's review of local sales and use tax and district 

transactions and use tax petitions. 


History of Proposed Regulation: 


November 15-17, 2011 Public Hearing 

September 23. 2011 OAL publication date; 45-day public comment period begins; 


Interested Parties mailing 
September 13. 2011 Notice to OAL 
August 23,2011 Business Tax Committee, Board Authorized Publication 

(Vote 5-0) 

Sponsor: NA 
Support: NA 
Oppose: NA 



ESTIMATE OF COST OR SAVINGS RESULTING 
FROM PROPOSED REGULATORY ACTION 

Proposed Amendment of Sales and Use Tax Regulations 1807, Petitions/or Reallocation 0/ 
Local Tax and 1828, Petitions/or Distribution or Redistribution 0/Transactions and Use Tax 

STATEMENT OF COST OR SAVINGS FOR NOTICE OF PUBLIC HEARING 

The State Board ofEqualization has detennined that the proposed action does not impose 
a mandate on local agencies or school districts. Further, the Board has determined that the action 
will result in no direct or indirect cost or savings to any State agency, any local agency or school 
district that is required to be reimbursed under Part 7 (commencing with Section 17500) of 
Division 4 ofTitle 2 ofthe Government Code or other non-discretionary cost or savings imposed 
on local agencies, or cost or savings in Federal funding to the State ofCalifornia. 

The cost impact on private persons or businesses will be insignificant. This proposal will 
not have a significant adverse economic impact on businesses. 

This proposal will not be detrimental to California businesses in competing with 
businesses in other states. 

This proposal will neither create nor eliminate jobs in the State ofCalifornia nor result in 
the elimination ofex' 

Statement 
Prepared by----,l~I£...!:::::........;L.-o<:::::=.-_klJ~""""~__~-,...__--- Date ~ z ~ 241/ 

. ng businesses or create or expand business in the State ofCalifornia. 

Approved by ----l.__-I-..:L/.'../,A....-:d~~~~~Wlt:..- Date e ., U - II 

If Costs or Savings are Identified, Signatures of Chief, Fiscal Management Division, and 
Chief, Board Proceedings Division, are Required 

Approved by ________________ Date 

Chief, Financial Management Division 


Approved by ________________ Date 

Chief, Board Proceedings Division 


NOTE: 	 SAM Section 6660 requires that estimates resulting in cost or 
savings be submitted for Department of Finance concurrence 
before the notice of proposed regulatory action is released. 

Board Proceedings Division 
1017105 

Revised 11/16/11 
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STAlE OIF CAI.IFORNIA- 0IEPM1I0IENT OIF FIJWICIE 

ECONOMIC AND FISCAL I.PACT STATEMENT 
(REGULATIONI AND ORDERS) 

STD. - (REY.1212C101) s.. SAIl SecfIoa .., • ,.." fot' ~MIl CocM CItJMIoIM 


TI!I..I!PHONI ,......-NmBI'NAMI CONTACT PERICIN 

4eBoudofEqwdbation Rick Bennion 916-44S-2130 

Title 18. Section 1807. PetitiODl for Reallocation of Local Tax 

ECONOMIC IMPACT STATEMENT 


A. ESTIMATED PRIVATE SECTOR COST IMPACTS (Include c:alcuIaIlDrw ... ...-npIIanI1n the rulemlldngl'llCOld.) 

oa. 1111** buIIneueI.wJI« ~ oa. I~ reportiIlg nIqUiemeI .... 

Db. 1111** lil1iiii buaIn.II •• Of. I~PI""IptI... n.r.tol~.. 

o Co 1111** jobe or OCCI!pIIlIorw o Sf. Impacta IndIviduIIe 

D d. ImpactaCalibria ~ III h. NoM CJI the ..... (ExpIiIIn below. Cc:lmpIMIt the 
FIIcII ...... staten.._ appropdIiIe.) 

h. (cent.) No significant adverse economic impact on business or employees,small businessjobs or occupations. 

2. Enter the kItIIIl'U'I1ber'Of buIIn.II.1 inIpIc:ad: _____ DeIatbe the lyJa 01 buIIn••I •• (Include I1l0l..0818.):_________ 

Enter the I'U'I1ber or f*C8IUge 01 tItIII buIIn••111 Impacted that .. lil1iiii buIII....-: ___ 


. 1. Enter the runberolbullneuel that wi bec:reated: ________ t6.IlII111l1ct___________---

'xpIIIn: 

4. IndIcaIiI the geogIlIphic extent 0I1mpec:ts: 0 StafIMtde 0 Loc:II or NIgianII (LIII-.):~_~_________;.i':.-- 

5. Enter the number 01 jobe creaI8d: __ or ellmIIl8Ied:___ DeIatbe the lyJa 01 jobe or OCCI!pIIIiDIw knpad8d: __________ 

w~.~~____________________________Dyes 

B. ESTIMATED COSTS (Include c:ak:ulatlorw and aaaumptionlin the rulemaklng record.) 

1. VVhal ant the total statewtde dollar costa that butIir'IasacNln ~ may Incur to comply wtth !hie regulallon 0YfIl1ta 1IfatIme? $ ____ 

a. Initial costs for a small buslnestt: $ Annual ongoing costa: $ Years: 

b. Initial coats for a typical buslnaea: $ ____ Annual ongoing costa: $ ___ Years: 

c. Initial coata for an indMdual: $ _____ Annual ongoing costa: $ ___ Yearw; __ 

d. DescrIbe other economic costs that may oca.II': ____________________________ 

Revised 11/16/11 

http:buaIn.II


"
~
m
 

"'". 
~
.
 I~ l~
 

i J. 

~
 

;;u
 

~'
jc:

I 
m 1

~ 
f 

j 
~ 

I 
! 

n 
ti 

li
 

t "
 

II 
~ I

 
II

 
I 
i


il It 
I.

 
• i 
I 


iii
' ~f
 

i!
 

! 
I j

 
II 



I
i
:
 



.:.. 
i 

t 
~ 

8'
 
I 

~ 
I 

i
I 

i 
I 

. 
I 

f
t 

a 
fi 

i 
! 
i 

, 
~I 

! 
0 

~ 
f 8'

 
f 

~
 

f'.
) 

J 
I 



r 

f 

~ I
Ii 

1

I~ 

~ .. !
 


I 
I


iII
! 
! 


· 8'
 

1; 

I 
I
I 

I, Q
. 

n
il

i··
· I

 

J ~
 1 i ~
 

· 
i 
Ii i

ii
 


Ii
i I

 
I


I.fa
 I 

f 

II
I 

! 

I 
d

iD
 

i 

t~
; 

I 
! J

1 
J 



a 
II 

i

Ii

i 
~ 


I 

1

· 
[ 

i
i
i
 



. i 
J 

I ~ 
! ~ 

I a 
. 

f I 
I 

I 
Q

. f I 
9 i J 

i 'II
 

I 
i 

W
 

~
 

j 
~ 

tl
ii

 1
li

 
i

I I
 i 

·1 
i i 

~.1 
I 

if 
I 

l 
J 
I
iI

I
I 

~ 
I 

II
) 

m

II
;"

 
i 

J 
I 
I 


J 
sl 

i 
i 

f~
ii

i 
9 

I 
J 

! .
~ 


I 
I 
I 

I 
O

.l
! 

·1
 
I

1 
i 

I 
t'l' 
I
!

0 
Ii 

I 
..

.i
 

i 
I
I

~ 
I}
i!

 
i 

91
 i 

J ~
 


I 
I 

f 
~i

I 
:a

; 
I 

~ 
I 

J 
i 

~ 
I 

i 
!'Ii

f 
i
!

!i 

I 
r 

I 
i 

8'
 

. 
~. 

.. 
i 

I· 



~ 
I!
i
l
!
 

II 

i 
II

:j
 

:1
I 

~ t 
I Q

. 

-I 
i 

'* 



--------------------------------------------------------------

---------------------- -----------------------------------

eCONOWCAND FISCAL .MPACT STA~cont. (lTD.,.' R.,,~,1212OO1) 

1. '1M the ........COllI d 1hIs reguIaIIan to C8IIorriII buIIneIa .............$10 miII:I11 0 V... O· No (If No, IIdp lie ...d "aec:IIon. 

BrtetIy deIcrfbe each equaIy • an etfeclMI aIt8rrIIIIIve. or ccmbInaIan d aIIIIrnIIIMs, for which • COIHII'ec:IMneI WIIIIytII_ performed: 
~1:____~________________~~____________________________________________ 

AIternaIIve 2: 

3. For the raguIaIion. and each aIIemIIIMt just deIcd:»ed. enIBr the eeIIrnafIId total coltand CMrIII ~ raIo: 


ReglIIadon: • ~
ratIo:. ---------
AIternaIIve 1: • ~ ratio: $ -----------
AItM1aIMt 2: • ~ ratio; $ ________ 

FISCAL IMPACT STATEMENT 


~'fISCALEFFECT ON LOCAL GOVERNMENT (Indlcllllrtappe.....__1. thftIugh8 ... aIt8ch ~and~ottkII:IIIllrnpct for..,.cun 
~ and two IIII~ FIecIII v....) 

o1. AddIIIantII expeIldItLns d appeOidl118lilly $ In the cunnt SIaII FIIIc:* V..which ..AIImIJurubIe by the S1IdII pa.nuant to 

SecIIan 8 01 ArtIde XIII B 01 the CaIlbniII ConeIIutIon and SectIana 17500 etlilq. d the Govamment Code. FLI'IdIng for 1hIs I"IIirnIIunanw 

D.. Ia pn:wIded In __________ ' Budgetld d or Chapter • Stalulaa d ____ 

o b. wII be requested In the__--;;:;=~=-----Gowmor's Budget for appnlPfiaIIon In Budget Id d __________ 
(FISCH. YEAR) 

r] 2. AddItIonal expel.....d appDlClmllllly $ In the cunnt SIaII FIIIc:* Vetil whk:t\ .. not reImbInIbIe by the StafIt punIU8nt lID. 

Section 8 01 ArtIde XIII B d the CaIlbniII ConeIIutIon and SectIana 17500 etlilq. d the GowmmInt Code becuIe 1hIs AIgUIaIIon! 

o a. Impleme"ta the Fedenlln18ndall COIltalned In ___________________________________ 

o b. Impiementa the aut "....1dalI setbth by the __________"""---'-"""'-____________________ 

Q1ftlntheca.d___________________...-_______w. __________~~--__~~~---

• '. '"-'i"~ o d. Islalued ooty In ....... toa apecilcl'lql,l8ltfromthe _______------------------ 

____________...-____...--______________ • which 181.. the ooty local entIty(s) aft'ected; 

o e. will be fully financed from the __________--,::==-==-=~------------authorIzed by SecIIo 
(FEES. REVENUE. ETC.) 

of the Code; 

o f. provides for savings to each affected unit d local government which will. at a minimum. offHt any additional costa to ead1euch unit; 

o g. creates. elimlnatas. or changea the penalty for a new alma or infraction contained In ____________________ 

3. savings of approximately • ______annuaIIy. 

4. No additional costs or savings because this regulation makes only technical. non-substantlve or clarifying changes to current law regulations. 

Page 3 
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ECONOMIC AND FISCAL IMPACT STATEMENT conI. (STD. 399, Rev.2-98)

I?J 5. No fIscaIlmpad exists becauee this regulation does not affact any local entity 01' program. 

06. 	Other. 

B. FISCAL EFFECT ON STATE GOVERNMENT (indicate IIfJPfOIJI1t* bole.. 1 through ., and BItM:h calcutatlorls lind ~ of IfSCIII /mpIIct for 
the CCII'I'fIIIt yewand IWO subMqcJent FI!JctII YtIIIfS.) 

o1. Additional expendllures of approXImately S In the current Stale FIscal Va.. It Is anticipated that State agencies will: 

o a. be able to absorb these addHlonal costs wIttrin their existing budgets and 1'8SOUI'C8S. 

ob. request an lnerease In the currently authorized budgellewt for the fiscal yea-. 

02. SavIngs of approximately S in the current Slate FIscal Ve... 

IZJ 3. No fIacaIlmpad exi81s because IhIa regulation does not a«act any State agency 01' program. 

04. Other. 

C. FISCAL EFFECT ON FEDERAL FUNDING OF STATE PROGRAMS (Indies. ~ bole.. 1 through., and IIItIIdI ctIIcuIIIIlc1n8 and anumptiotw 
fJf IfacBI /mpIIct for the CI.II'78tIt ,..,lind IWO .~ F1tIt»I Y....) 

01. Additional expendiIurN of approXImately $<--______In the current State FI!caI V.... 

02. SavIngs of approximately S"--______,in the current Slate FIscal V.... 

03. No fiscal impact exists becauee this regulation does not a«act any federally funded State agency 01' program. 

04. Other. r'\, 

TITlE 

Regulations Coordinator 
DATE 

APPROVAUCONCURRENCE 

DEPARTMENT OF FINANCE 1. 
; PROGRAM BUDG 

APPROVAUCONCURRENCE 1N$' Exempt UIXier SAM secticn 6660 

1. 	 T1HI s/gIIBt&n atte_1hat the agency Ira completed tile STD. 3991K:CDfd1ng ID thelnlJtl1lctlomJ In SAM HCtiomI6600-6B80. and underIJtIInde the 
impacm of the propoIfId ruIIIrnM/ng. Sta.~. omc:... or ~ not under an AQwncy s.cr.taI)I must hlwe tile Ibm ttIgn«J by tile higheaf 
ranking C1ff#I:*J In the otp'IIDtIon. 

2. 	 Finlllf/Cll approval and signtItunI is required wtwn SAM section. 66OfJ.6670 require completion of the FlSCBII/TIPIICI Statement in the STD. 399. 
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STATE OF CALIFORNIA 

BEITVT. VEE 
Fus. District. San Francisco 

STATE BOARD OF EQUALIZATION 
450 N STREET, SACRAMENTO. CALIFORNIA 
PO BOX 942819. SACRAMENTO. CALIFORNIA 94279-80 SEN. GEORGE RU"''NER (R<1.) 

916-445-2130. FAX 916-324-3984 Second District. Lancast ... 

www.boe.ca.gov MICHELLE STEEL 
Third District. Rolling Hills Esta.es 

JEROME E. HORTON 
Founh District. los Angeles 

JOHN CHIANG 
State Con.roiler 

November 28, 2011 KRISTINE CAZADD 
E:\ccutive Director 

To Interested Parties 

California Code of Regulations, Title 18, 

Section 1807, Petitions/or Reallocation 0/Local Tax, and Section 1828, 

Petitions/or Distribution or Redistribution o/Transactions and Use Tax 

On November 15,2011, the State Board of Equalization (Board) held a public hearing regarding 
the adoption of proposed amendments to California Code ofRegulations, title 18, sections 
(Regulations) 1807, Petitions for Reallocation o.fLocal Tax, and 1828, Petitions for Distribution 
or Redistribution ofTransactions and Use Ta.x. In response to a public comment, the Board 
directed staff to make the grammatical and sufficiently related changes to the original text of the 
proposed amendments to Regulations 1807 and 1828 described below and referred the proposed 
amendments to Regulations 1807 and 1828 to the fifteen-day file. 

The Infonnative DigestIPolicy Statement included in the Notice ofProposed Regulatory Action 
for the proposed amendments to Regulations 1807 and 1828 published in the California Notice 
Register on September 23,2011 (Cal. Reg. Notice Register 2011, No. 38-Z), explained that: 

Current Law 

Counties are authorized to adopt local sales and use tax ordinances in accordance 
with the provisions of the Bradley-Bums Unifonn Local Sales and Use Tax Law 
(RTC § 7201), and all of California's counties have adopted ordinances under the 
tenns ofthis law. Cities are authorized to adopt local sales and use tax 
ordinances in accordance with the Bradley-Burns Unifonn Local Sales and Use 
Tax Law, and when a city adopts such an ordinance the city's tax is credited 
against its county's local sales and use tax; (RTC § 7202, subd. (h». Also, 
redevelopment agencies were authorized to adopt sales and use tax ordinances in 
accordance with the provisions ofthe Bradley-Bums Uniform Local Sales and 
Use Tax Law, prior to January 1, 1994, and there are still some redevelopment 
agencies' local sales and use taxes in effect. (RTC §§ 7202.6 and 7202.8.) A 
county's local sales and use tax ordinance may provide a credit for a 
redevelopment agency's local sales and use tax. (RTC § 7202.5.) 

The ordinance imposing a county's or city's local sales and use tax must include 
provisions identical to those of the Sales and Use Tax Law (RTC § 6001 et seq.) 



15-Day File November 28,2011 
Regulations 1807 and 1828 

with certain exceptions, which include the rate of tax and the substitution of the 
name of the county or city as the taxing agency in place of the state. (RTC §§ 
7202 and 7203.) Also, each COWlty, city, and redevelopment agency is required to 
contract with the Board to have the Board perform all the functions related to the 
administration and operation of its local sales and use tax ordinance in 
conjunction with the Board's administration of the Sales and Use Tax Law. (RTC 
§§ 7202, subds. (d) and (h)(4), and 7204.3.) 

The Board is required to periodically transmit local sales and use taxes to the 
cities, cOWlties, cities and counties, and redevelopment agencies (jurisdictions) for 
which they were collected. (RTC § 7204.) The Board may redistribute local 
taxes when there is an error (RTC §7209) and Regulation 1807 prescribes the 
procedures that apply when a jurisdiction tiles a petition requesting that the Board 
investigate a suspected misallocation of local sales and use tax. 

In addition, districts (cities, counties, cities and counties, and other governmental 
entities) are authorized to adopt district transactions (sales) and use tax ordinances 
in accordance with the Transactions and Use Tax Law. The ordinance imposing 
a district transactions and use tax must include provisions identical to those of the 
Sales and Use Tax Law with certain exceptions, which include the rate oftax and 
the substitution of the name of the district as the taxing agency in place of the 
state. (RTC §§ 7261 and 7262.) Also, each district is required to contract with 
the Board to have the Board perform all the functions related to the administration 
and operation of its district transactions and use tax ordinance in conjunction with 
the Board's administration ofthe Sales and Use Tax Law. (RTC § 7270.) 

The Board is required to periodically transmit transactions and use taxes to the 
districts for which they were collected. (RTC § 7271.) The Board may 
redistribute local taxes when there is an error (RTC § 7269) and Regulation 1828 
prescribes the procedures that apply when a district files a petition requesting that 
the Board investigate a suspected improper distribution or nondistribution of 
district transactions and use tax. 

Proposed Amendments to Regulations 1807 and 1828 

Regulations 1807 and 1828 were originally adopted in 2002. The original 2002 
versions of Regulations 1807 and 1828 were repealed and new versions of 
Regulations 1807 and 1828 were adopted in 2008 in order to streamline the 
Board's review ofjurisdictions' petitions requesting that the Board investigate 
suspected misallocations oflocal sales and use tax and districts' petitions 
requesting that the Board investigate suspected improper distributions or 
nondistributions ofdistrict transactions and use tax. During the Board's 
September 15,2010, Business Taxes Committee meeting, Mr. lohan Klehs 
presented his suggestions to fu11her improve the review processes prescribed by 
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Regulations 1807 and 1828, as adopted in 2008, and the Board directed its staff to 
meet with interested parties to discuss Mr. Klehs' suggestions. 

Board staff subsequently met with the interested parties on January 6, 2011, and 
February 17,2011, to discuss Mr. Klehs' suggestions and other interested parties' 
suggestions for improving the review processes prescribed by Regulations 1807 
and 1828. Then, Board staff prepared Formal Issue Paper 11-004, which set 
torth Board staffs, Mr. Klehs' and the HdL Companies', and MuniServices, 
LLC's alternative recommendations on how to best amend Regulations 1807 and 
1828 to improve their review processes, and submitted the formal issue paper to 
the Board for consideration at its Aplil 26, 2011, Business Taxes Committee 
meeting. However, the Board did not vote on staff's, Mr. Klehs' and the HdL 
Companies', and MuniServices, LLC's alternative recommendations at the end of 
the April 26, 2011, Business Taxes Committee meeting due to the overall lack of 
agreement between staff and the interested parties, and among the interested 
parties. Instead, the Board directed staff to develop guidelines explaining what is 
expected ofall the parties involved in the review processes prescribed by 
Regulations 1807 and 1828 and to continue to work with the interested parties to 
see if staff and the interested parties could agree on how to best amend 
Regulations 1807 and 1828. 

As a result, Board staff prepared a report, which set forth the expectations of all 
the parties participating in the Regulation 1807 and Regulation 1828 review 
processes, and provided the report and Board staff's revised recommendation 
regarding how to best amend Regulations 1807 and 1828 to the interested parties 
on August 4, 2011. Board staffs revised recommendation recommended that 
both regulations be amended to: (l) allow a jurisdiction or district to request a 30
day extension to submit its written objection to a notification of misallocation; (2) 
allow a jurisdiction or district to perfect an incomplete petition within 30 days 
after the date of correspondence from the Allocation Group in the Board's Sales 
and Use Tax Department notifYing the jurisdiction or district that its petition is 
incomplete; (3) allow a jurisdiction or district to request that the Allocation Group 
issue its supplemental decision on a petition within 60 days after receiving such 
request and based upon the information in the Allocation Group's possession if 
the Allocation Group does not issue its supplemental decision within three months 
after receiving a timely written object to its original decision; (4) require the 
Allocation Group to forward the petition file to the Appeals Division in the 
Board's Legal Department within 30 days after receiving an objection to its 
supplemental decision regarding a petition: and (5) require a notice ofappeals 
conference regarding a petition to be mailed to every jurisdiction or district that 
may be substantially affected by the Appeals Division's recommendation to grant 
that petition; and (6) authorize appeals conference holders in the Appeals Division 
to grant a jurisdiction or district 30 days, instead of 15 days, to submit additional 
arguments and evidence after an appeals conference, and automatically grant 
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opposing jurisdictions or districts 30 days, instead of 15 days, to file responses to 
post-conference submissions. Board staffs revised recommendation also 
recommended that both regulations be amended to clarify that the Board repealed 
the 2002 versions of the regulations and adopted new versions of the regulations 
in 2008, clarify the effect of the adoption of the 2008 regulations on petitions filed 
prior to January 1,2003, and clarify that the 2008 regulations and the proposed 
2011 amendments to the 2008 regulations apply to procedures occurring after 
their effective dates and are not retroactive. 

Mr. Kelhs and the HdL Companies indicated that they agreed with Board staffs 
revised recommendation; however, MuniServices, LLC, requested two changes to 
staffs revised recommendation. First, MuniServices, LLC, suggested that the 
amendments to Regulations 1807 and 1828 allow a jurisdiction or district to 
request that the Board's Allocation Group issue its supplemental decision within 
30 days, instead of 60 days, after receiving such request. Second, MuniServices, 
LLC, suggested that the transition rules in Regulation 1807, subdivision (g), and 
Regulation 1828, subdivision (t), be revised to indicate that Regulations 1807 and 
1828 were amended, rather than repealed and readopted, in 2008. However, 
Board staff did not agree with MuniServices, LLC's suggested changes. 
Therefore, Board staff prepared an Informal Issue Paper dated August 10, 2011, 
containing Board staffs revised recommendation for how to best amend 
Regulations 1807 and 1828 and MuniServices, LLC's alternative to staff s revised 
recommendation, and submitted it to the Board for consideration during its 
August 23, 2011, Business Taxes Committe~ meeting. 

During the August 23, 2011, Business Taxes Committee Meeting, Mr. Klehs 
expressed his support for Board staffs revised recommendation, Ms. Robin 
Sturdivant expressed the HdL Companies' support for staff's revised 
recommendation, and Ms. Christy Bouma expressed MuniServices, LLC's 
opinion that the amendments contained in staff's revised recommendation will 
improve Regulation 1807's and Regulation 1828's review processes. In addition, 
the Board agreed with Board staff's revised recommendation to amend Regulation 
1807, subdivision (g), and Regulation 1828, subdivision (f), to indicate that the 
regulations were repealed and readopted in 2008 because the amendments are 
consistent with the actual 2008 events and the regulations' history notes in the 
California Code of Regulations. However, the Board noted that the Board's 
website incorrectly indicated that both regulations were substantially "amended" 
in 2008, not repealed and readopted, and that the language on the Board's website 
likely led to MuniServices, LLC's concerns about Board's staffs recommended 
amendments to Regulation 1807, subdivision (g), and Regulation 1828, 
subdivision (f), and the Board directed statTto correct the Board's website. 
Therefore, at the conclusion of the August 23,2011, Business Taxes Committee 
meeting, the Board unanimously voted to authorize staff to begin the formal 
rulemaking process to adopt the amendments to Regulations 1807 and 1828 
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contained in staff's revised recommendation, as set forth in the Informal Issue 
Paper dated August 10, 2011. The objective of the proposed amendments is to 
improve Regulation 1807' s and Regulation 1828' s processes for reviewing 
jurisdictions' petitions requesting that the Board investigate suspected 
misallocations oflocal tax and districts' petitions requesting that the Board 
investigate suspected improper distributions or nondistributions of district tax. 

There are no comparable federal regulations or statutes to Regulations 1807 and 
1828. 

November 4, 2012, Public Comment 

On November 4,2012, Ms. Robin Sturdivant submitted written comments on behalf ofthe HdL 
Companies, which recommended that the Board revise the proposed amendments to Regulations 
1807 and 1828 to clarify that that Board's Sales and Use Tax Department, as a whole, rather than 
the Sales and Use Tax Department's Allocation Group, is responsible for: 

• 	 Reviewing petitions filed pursuant to both regulations; 
• 	 Issuing decisions to grant or deny petitions under subdivision (b)(2) of both regulations; 
• 	 Reviewing objections to its decisions issued under subdivision (b)(2) of both regulations; 
• 	 Issuing supplemental decisions in response to such objections under subdivision (b)(7) of 

both regulations; and 
• 	 Deciding whether to grant or deny requests for extensions under subdi vision (b)( 1 0) (as 

proposed to be renumbered) of both regulations. 

November 15,2011, Public Hearing 

During the public hearing on November 15,2011, the Board Members unanimously voted to 
authorize staff to make the changes to the original text of the proposed amendments to 
Regulations 1807 and 1828 that are necessary to clarify the regulations in the manner 
recommended by Ms. Sturdivant and directed staff to make the changes available to the public 
for an additional 15-day comment period as provided in Government Code section 11346.8, 
subdivision ( c). The objective of the proposed amendments to Regulations 1807 and 1828 is still 
to improve Regulation 1807's and Regulation 1828's processes for reviewing jurisdictions' 
petitions requesting that the Board investigate suspected misallocations oflocal tax and districts' 
petitions requesting that the Board investigate suspected improper distributions or 
nondistributions of district tax. 

Changes to the Original Text 

In order to clarify the regulations in the manner recommended by Ms. Sturdivant, the Board has 
made the following changes to the original text of the proposed amendments to Regulations 1807 
and 1828: 
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• 	 Replaced the reference to the "Allocation Group" in the title to subdivision (b) of both 
regulations with a reference to the "Sales and Use Tax Department"; 

• 	 Replaced all of the references to the "Allocation Group" with references to the "Sales and 
Use Tax Department" in subdivision (b)(2), (3), (7), (8) (as proposed to be added), and 
(9) (as proposed to be renumbered) of both regulations; 

• 	 Replaced the first reference to the "Allocation Group" in subdivision (b)(4) and (5) of 
both regulations with a reference to the "Sales and Use Tax Department"; 

• 	 Replaced the first and third references to the "Allocation Group" with references to the 
"Sales and Use Tax Department" and replaced the reference to the "Allocation Group's" 
decision with a reference to the "Sales and Use Tax Department's" decision in 
subdivision (b )(6) of both regulations; 

• 	 Replaced the first, third, fourth, and fifth references to the "Allocation Group" in 
subdivision (b)(lO) (as proposed to be renumbered) of both regulations with references 
to the "Sales and Use Tax Department" and replaced the word "its" with "the Sales and 
Use Tax Department's" in the second sentence in subdivision (b)(lO) (as proposed to be 
renumbered) of both regulations; 

• 	 Replaced the references to the "Allocation Group" and the "Allocation Group's" with 
references to the "Sales and Use Tax Department" and "Sales and Use Tax 
Department's," respectively, in subdivision (c)(1) ofboth regulations; 

• 	 Replaced the word "its" with "the Sales and Use Tax Department's" in the first sentence 
of subdivision (c)(2) of both regulations; and 

• 	 Deleted "ofthe Allocation Group" from subdivision (c)(2)(A) of both regulations. 

In addition, the Board also changed the original text of the proposed anlendments to Regulations 
1807 and 1828 by adding "Sales and Use Tax" before the word "Department" throughout 
subdivision (c)(2)(B)-(D) and (7) of both regulations to ensure that both ofthe regulations 
consistently refer to the Board's Sales and Use Tax Department by its full name. 

Additional Comments Regarding Changes 

Enclosed are revised underscore and strikeout versions of the text of the proposed amendments 
to Regulations 1807 and 1828 with the additional changes authorized on November 15, 2011, 
clearly indicated. The text proposed to be deleted from and added to the proposed amendments 
to Regulations 1807 and 1828 is shown in double strikeout and double underline, respectively. 

In accordance with Government Code section 11346.8, subdivision (c), the revised versions of 
the proposed amendments are being placed in the rulemaking file and mailed to interested parties 
who commented orally or in writing, or who asked to be informed of such revisions. If you wish 
to review the rulemaking file, it is available for your inspection at the State Board of 
Equalization, 450 N Street, Sacramento, CA 95814. 

The Board will discuss and may potentially adopt the revised versions of the proposed 
amendments to Regulations 1807 and 1828 during its December 14-15, 201 1, Board meeting in 
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Sacramento, California. The specific agenda for the December 14-15, 2011, Board meeting will 
be available on the Board's Website at w\\iw.bo~.ca.gov at 5:00 p.m. on December 2,2011. 

Any interested person may appear during the Board's discussion of the revised versions of the 
proposed amendments to Regulations 1807 and 1828 during the December 14-15, 2011, Board 
meeting and present or submit oral or written statements, arguments, or contentions regarding the 
adoption of the proposed amendments for the Board's consideration. In addition, any interested 
person may also submit written comments regarding the Board's proposed adoption ofthe 
revised versions of the proposed amendments to Regulations 1807 and 1828. The written 
comment period closes at 9:30 a.m. on December 14,2011, or as soon thereafter as the Board 
commences its discussion of the revised versions of the proposed amendments to Regulations 
1807 and 1828 during the December 14-15,2011, Board meeting. 

Written comments received by Mr. Rick Bennion, at the postal address, email address, or fax 
number provided below, prior to the close of the written comment period will be submitted to 
and considered by the Board before the Board decides whether to adopt the revised versions of 
the proposed amendments to Regulations 1807 and 1828. Furthermore, any written comments 
received prior to the end of the written comment period must be responded to in the final 
statement of reasons required by Government Code section 11346.9. 

Questions regarding the substance of the revised versions of the proposed amendments should be 
directed to Bradley M. Heller, Tax COWlsel IV, by telephone at (916) 323-3091, bye-mail at 
Bradley. Hellcr(l1;boe.ca.gov, or by mail at State Board of Equalization, Attn: Bradley M. Heller, 
MIC:82, 450 N Street, P.O. Box 942879, Sacramento, CA 94279-0082. 

Written comments for the Board's consideration, notice of intent to present testimony or 
witnesses at the December 14-15, 2011, Board meeting, inquiries concerning the proposed 
administrative action, and requests for notice of the December 14-15,2011, Board meeting 
should be directed to Mr. Rick Bennion, Regulations Coordinator, by telephone at (916) 445
2130, by fax at (91 6) 324-3984 , bye-mail at Richard.Bennion(ii{boe.qi,goY, or by mail at State 
Board of Equalization, Attn: Rick Bennion, MIC:80 I 450 N Street, P.O. Box 942879, 
Sacramento, CA 94279-0080. 

Interested persons may also subscribe to receive notice of all the Board's meetings via email or 
the United States Postal Service on the Board's website at -,vw\v.b()e.~~ov/ill,;enda! 

Sincerely, 

N-Q·~cJ -tZlJ,Y',ou 
Diane G. OMon, Chief 
Board Proceedings Division 

DGO: bmh:reb 

http:Hellcr(l1;boe.ca.gov
http:www.boe.ca.gov


Text of Proposed Amendments to 


California Code of Regulations, Title 18, Section 1807, 


Petitions for Reallocation ofLocal Tax 

Regulation 1807. Petitions for Reallocation of Local Tax. 

(a) Definitions. 

(I) Local Tax. "Local tax" means a local sales and use tax adopted pursuant to 
Revenue and Taxation Code section 7200, et seq., and administered by the Board. 

(2) Jurisdiction. "Jurisdiction" means any city, county, city and county, or 

redevelopment agency which has adopted a local tax. 


(3) Petition. "Petition" means a request or inquiry from a jurisdiction, other than a 
submission under Revenue and Taxation Code section 6066.3, for investigation of 
suspected misallocation of local tax submitted in writing to the Allocation Group of 
the Sales and Use Tax Department. The petition must contain sufficient factual data 
to support the probability that local tax has been erroneously allocated and 
distributed. Sufficient factual data should include, for each business location being 
questioned: 

(A) Taxpayer name, including owner name and fictitious business name or dba 
(doing business as) designation. 

(8) Taxpayer's permit number or a notation stating "No Permit Number." 

(C) Complete business address of the taxpayer. 

(D) Complete description of taxpayer's business activity or activities. 

(E) Specific reasons and evidence why the taxpayer's allocation is questioned. If 
the petition alleges that a misallocation occurred because a sale location is 
unregistered, evidence that the questioned location is a selling location or that it is 
a place of business as defined by Cali fornia Code of Regulations, title 18, section 
1802. If the petition alleges that a misallocation occurred because the tax for a 
sale shipped from an out-of-state location was actually sales tax and not use tax, 
evidence that there was participation in the sale by an in-state office ofthe retailer 
and that title to the goods passed to the purchaser inside California. 

(F) Name, title, and telephone number of the contact person. 

(0) The tax reporting periods involved. 

"Petition" also includes an appeal by a jurisdiction from a notification from the Local 
Revenue Allocation Unit of the Sales and Use Tax Department that local taxes 
previously allocated to it were misallocated and will be reallocated. Such a 
jurisdiction may object to that notification by submitting a written petition to the 



Allocation Group within 30 days of the date of mailing of the notification or within a 
period of extension described below. The petition must include a copy of the 
notification and specify the reason the jurisdiction disputes it. If a jurisdiction does 
not submit such a petition within 30 days of the date of mailing of the notification, or 
within a period of extension, the notification of the Local Revenue Allocation Unit is 
final as to the jurisdiction so notified. 

The jurisdiction may request a 30-day extension to submit a written objection to a 
notification of misallocation from the Local Revenue Allocation Unit. Such request 
must provide a reasonable explanation for the requesting jurisdiction's inability to 
submit its objection within 30 days and must be received by the Local Revenue 
Allocation Unit within 30 days of the date of mailing of its notification. Within five 
days ofreceipt of the request, the Local Revenue Allocation Unit will mail 
notitication to the jurisdiction whether the request is granted or denied. If a timely 
request for an extension is submitted, the time for the jurisdiction to file a wriuen 
objection is extended to 10 days after the mailing of the notice of whether the request 
is granted or denied. If the request is granted, the time for the jurisdiction to submit a 
written objection to the notification of the Local Revenue Allocation Unit is further 
extended to the 60th day after the date of mailing of the notification of misallocation. 

(4) Petitioner. "Petitioner" is a jurisdiction that has filed a valid petition pursuant to 
subdivision (a)(3). 

(5) Date of Knowledge. Unless an earlier date is operationally documented by the 
Board, "date ofknowledge" is the date on which the Allocation Group receives a 
valid petition. Where a misallocation that is reasonably covered by the petition is 
confirmed based on additional facts or evidence supplied by the petitioner or 
othen.vise learned as a direct result of investigating the petition, the date of knowledge 
is the date on which the Allocation Group received the petition. 

(6) Substantially Affected Jurisdiction. "Substantially affected jurisdiction" is a 
jurisdiction for which the decision on a petition would result in a decrease to its total 
allocation of 5 percent or more of its average quarterly allocation (generally 
detennined with reference to the prior four calendar quarters) or of$50,000 or more, 
and includes a jurisdiction whose allocation will be decreased solely as the result of a 
reallocation from the statewide and applicable countywide pools. 

(7) Notified Jurisdiction. "Notified jurisdiction" is a jurisdiction that has been notitied 
as a substantially affected jurisdiction. 

(b) Review by Sales filld Usuax DeM!1melltAll@@8ti€Hl CnHifl· 

(l) The Allocation Group will promptly acknowledge a submission intended as a 
petition. If the submission does not contain the elements identified in subdivision 
(a)(3), the original submission will be retumed to the submitting jurisdiction. The 
jurisdiction will have 3() days from the date of the correspondence from the 



Allocation Group requesting the missjng information to make a supplemental 
submission. If the supplemental submission contains the necessary elements 
identified in subdivision (a)(3), then the date of receipt of the original submission will 
be regarded as the date of knowledge. In the event that a submission is not perfected 
within this 30 day period, it will not qualify as a valid petition. 

(2) The AH€l8iMitHi GnmJ)Sales and Use Tax Department will review the petition and 
issue to the petitioner a written decision to grant or deny the petition, including the 
basis for that decision. The written decision will also note the date of knowledge, and 
if other than the date the petition was received, will include the basis for that date. A 
reallocation will be made if the preponderance of evidence, whether provided by 
petitioner or obtained by Board staff as part of its investigation of the petition, shows 
that there was a misallocation. If the preponderance of evidence does not show that a 
misallocation occurred, the petition will be denied. 

(3) If the All~H:~iMi€lM GF€H:iJ)Sales_and Use Tax Department does not issue a decision 
within six months of the date it receives a valid petition, the petitioner may request 
that the Alh~@8ti@M Gf€lM~Sales and Use Tax Department issue its decision without 
regard to the status of its investigation. Within 90 days of receiving such a request, 
the Alh~€latitHl Gnni~Sales and U~eJfl.x D~ent will issue its decision based on 
the information in its possession. 

(4) If the decision of the All€l@ati€lM GF€ltl~Sales and Use Tax Department is that the 
asserted misallocation did not occur and that the petition should be denied, in wh01e 
or in part, the petitioner may submit to the Allocation Group a written objection to the 
decision under subdivision (b)(6). 

(5) If the decision of the AH€l@ati~m GJr€lu~Sales and Uselax Department is that a 
misallocation did occur, it will also mail a copy of its decision to any substantially 
affected jurisdiction. Any such notified jurisdiction may submit to the Allocation 
Group a written objection to the decision under subdivision (b)(6). 

(6) The petitioner or any notified jurisdiction may appeal the decision of the 
All€l@atitHI GF€ltl~Sales and UseTax :Qepartment by submitting a written objection to 
the Allocation Group within 30 days of the date of mailing of the All€l@ati€lM 
Gf€lUfl'8Sales and Us~Tax Department's decision, or within a period of extension 
authorized by subdivision (b )(910). If no such timely objection is submitted, the 
decision of the A1l8~&ti€HI GF€ltifiSalesandUse Tax Department is final as to the 
petitioner and all notified jurisdictions. 

(7) If the petitioner or a notified jurisdiction submits a timely written objection to the 
decision of the All€l€lati€lM GF€lUflSales and_ Use Tax D~ment, the All€l8!lti€lft 
GF€JUflSalesI,lDd Use Tax Department wiL consider the objection and issue a written 
supplemental decision to grant or deny the objection, including the basis tor that 
decision. A copy of the supplemental decision will be mailed to the petitioner, to any 



notified jurisdiction, and to any other jurisdiction that is substantially atIected by the 
supplemental decision. 

(8) If the Alh,@ati§:B G¥§:tmSales and Use Tax Departmenl does not issue a 
supplemental decision within three months of the date it receives a written timely 
objection to the decision of the AlItHltlti€lA Gr€l~Sales and Use Ta~ DeJ,?artment, the 
petitioner or any notified jurisdiction mav request that the AHtHI8ti€lft G!€l~Sales and 
Use Tax DelliIDment issue its supplemental decision without regard to the status of its 
investigation. Within 60 days ofreceiving sucha request, the AH€l@8:ti8ft Gf8~Sales 
and Us<:Jaillmlartment will issue its supplemental decision based on the 
information in its possession. 

(&.2) The petitioner or any notified jurisdiction may appeal the supplemental decision 
ofthe AH88Sti@ft GF8ti~Sgles <l:l1d Use Tax Department by submitting a written 
objection under subdivision (c)( 1) within 30 days of the date of mailing of that 
supplemental decision, or within a period of extension authorized by subdivision 
(b)(9J 0). If no such timely objection is submitted, the supplemental decision of the 
AH€l@ati€lR Gr€lllt"SaIes and Us<:TaxD~lliU1ment is final as to the petitioner and all 
notified jurisdictions. 

(910) The petitioner or any notified jurisdiction may request a 30·day extension to 
submit a written objection under subdivision (b)(6) or under subdivision (b)(&.2), as 
applicable. Such request must provide a reasonable explanation for the requesting 
jurisdiction's inability to submit its objection within 30 days, must be copied to all 
other jurisdictions to whom the i~H€l@stitH1 Gf€l~Sales and U~~TaxD~artment 
mailed a copy of its decision or supplemental decision (to the extent known by the 
requesting jurisdiction), and must be received by the Allocation Group within 30 days 
of the date of mailing of ifgthe Sales <i119USe Tax Department's decision or 
supplemental decision. Within five days of receipt of the request, the All€l88:ti€lA 
Gfstit1Sales and Use Tax Department will mail notification to the petitioner and to all 
notified junsdictions whether the request is granted or denied. If a timely request for 
an extension is suomitted, the time for the petitioner and any notified jurisdiction to 
file a written objection to the decision or supplemental decision of the A1l88ati€lB 
Gf@tit1Saiesand Use Tax D£p.§rtment is extended to 10 days after the mailing ofthe 
notice of whether the request is granted or denied. If the request is granted, the time 
for the petitioner and all notitied jurisdictions to submit a written objection to the 
decision or supplemental decision of the All@BatitHi Gf@ttt"Saj§_and Use Tax 

rTrnpnt is fiJ1ther extended to the 60tn day after the date ofmailing of the 

decision or supplemental decision. 


(c) Review by Appeals Division. 

(I) The petitioner or any notitied jurisdiction may appeal the supplemental decision 
of the All€l@8ti€lR Gr€l"~Salesand Use Tax D~partment by submitting a written 
objection to the Allocation Group within 30 days of the date of mailing of the 
AHe@ath~R Gf€lttt" 'sSales and UseTax Qe,partment's supplemental decision, or within 
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a period of extension authorized by subdivision (b)(910). Such an objection must 
state the basis tor the objecting jurisdiction's disagreement with the supplemental 
decision and include all additional infonnation in its possession that supports its 
position. 

(2) If a timely objection to .the Sales and Use Tax Department's supplemental 
decision is submitted, the Allocation Group will, within 30 days of receipt of the 
objection, prepare the file and forward it to the Appeals Division. The petitioner, all 
notified jurisdictions, any other jurisdiction that would be substantially affected if the 
petition were granted, and the Sales and Use Tax Department will thereafter be 
mailed notice of the appeals conference, which will generally be sent at least 45 days 
prior to the scheduled datc of the conterence. 

(A) Petitioner or any notified jurisdiction may continue to discuss the dispute with 
staff of the Sales and Use Tax Department after the dispute is refelTed to the 
Appeals Division. If, as a result of such discussions or otherwise, the Sales and 
Use Tax Department decides the supplemental decision @ftS8 AH@@8;ti~H\ G'8~ 
was incolTect or that further investigation should be pursued, it shall so notify the 
Appeals Division, the petitioner, and all notified jurisdictions. 

(B) If the Sales andJJse Tax Department sends notice to the Appeals Division in 
accordance with the subdivision (c)(2)(A) no later than 30 days prior to the date 
scheduled for the appeals conference, the Appeals Division will suspend its 
review and the dispute will be returned to the Sales and USGIa"x Department. The 
Sal~~ and_Usc Tax Department will thereafter issue a second supplemental 
decision, or will return the dispute to the Appeals Division along with a report of 
its further inv~stigation, if appropriate, for the review and decision of the Appeals 
Division. 

(C) lfthe §,!les ?:l1d U~~ Tax DepaJ1ment sends notice to the Appeals Division in 
accordance \\'1 th subdl vision ( c)( 2 )(A) iCSS than 30 days prior to the date 
scheduled tor the appeals conference, the Appeals Division will decide whether 
the dispute should be returned to the Sales and Use Tax Department or remain 
with the Appeals Division, and notify the parties accordingly. If the dispute is 
returned to the~ales and Use Tax Department, the Sales andlL~~ Tax Department 
will thereafter issue a second supplemental decision, or will return the dispute to 
the Appeals Division along with a report of its further investigation, if 
appropriate, for the review and decision of the Appeals Division. 

(D) Where the Sales_and{jse Tax_Department issues a second supplemental 
decision in accordan(;e with subdrvision (c)(2)(B) or (c)(2)(C), it will send a copy 
of the decision to the petitioner, any notified jurisdiction, and any other 
jurisdiction that is substantially aftected by the second supplemental decision, any 
of whom may appeal the seCDno supplemental decision by submitting a written 
objection under subdivision (c)( I ) within 30 days of the date of mailing of that 
supplemental decision, or within a penod ofextension authorized by subdivision 
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(b )(9lQ). If no such timel y objection is submitted, the second supplemental 
decision is final as to the petitioner and all notified jurisdictions. 

(3) The appeals conference is not an adversarial proceeding, but rather is an informal 
discussion where the petitioner, any notitied jurisdictions who wish to participate, and 
the Sales and Use Tax Department have the opportunity to explain their respective 
positions regarding the relevant facts and law to the Appeals Division conference 
holder. To make the conference most productive, each participant should submit all 
facts. law, argument, and other intormation in support of its position to the Appeals 
Division conference holder, and to the other participants, at least 15 days before the 
date of the appeals conference; however, relevant facts and arguments will be 
accepted at any time at or before the dppeals conference. It~ during the appeals 
conference, a participant requests pennission to submit additional written arguments 
and documentary evidence, the conference holder may grant that participant ~30 
days after the appeals conference, or 30 days ","ith sufficient justification, to submit to 
the conference holder, with copies to all other participants, such additional arguments 
and evidence. Any other participant at the conference who is in opposition to the 
requesting participant on the issue(s) covered by the additional submission is allowed 
~30 days to submit to the conference holder, with copies to all other participants, 
arguments and evidence in response. No request by a participant for further time to 
submit additional arb'Urnents or evidence will be granted without the approval of the 
Assistant Chief Counsel of the Appeals Division or his or her designee. The Appeals 
Division on its own initiative may also request, at or after the appeals conference, 
further submissions from any participant. 

(4) Within 90 days after the final submission authorized by subdivision (c)(3), the 
Appeals Division will issue a written Decision and Recommendation (D&R) setting 
forth the applicable facts and lav,: and the conclusions of the Appeals Division. The 
Chief Counsel may allow up to 90 additional days to prepare the D&R upon request 
ofthe Appeals Division. Both the request and the Chief Counsel's response granting 
or denying the request for additional time must be in writing and copies provided to 
the petitioner, all notified jurisdictions, and the Sales and Use Tax Department. A 
copy of the D&R wii! be mailed to the petitioner, to all notified jurisdictions, to any 
other jurisdictlOn that will be substamially affected by the D&R, and to the Sales and 
Use Tax Department. 

(5) The petitioner or any notified jurisdiction may appeal the D&R by submitting a 
written request t(W Board hearing under subdivision (d)( 1) within 60 days of the date 
of mailing of the D&R. 

(6) The petitioner, any nohtied jurisdiction, or the Sales and Use Tax Department 
may also appeal the D&R, or any Supplemental D&R (SD&R), by submitting a 
written request tor reconsideration (RFR) to the Appeals Division before expiration 
of the time dllling which a timely request for Board hearing maybe submitted, or if a 
Board hearing has been requested, prior to that hearing. If a jurisdiction or the Sales 
and Use Tax Department submits an RFR before the time for requesting a Board 
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hearing has expired, the Appeals Division will issue an SD&R to consider the 
request, after obtaining whatever additional infonnation or arguments from the parties 
that it deems appropriate. If an RFR is submitted after a jurisdiction has requested a 
Board hearing, the Appeals Division will detennine whether it should issue an SD&R 
in response. A copy of the SD&R issued under this subdivision or under subdivision 
(c)(7) will be mailed to the petitioner, to all notified jurisdictions, to any other 
jurisdiction that will be substantially affected by the SD&R, and to the Sales and Use 
Tax Department. The petitioner or any notified jurisdiction may appeal the SD&R by 
submitting a written request for Board hearing under subdivision (d)( 1) within 60 
days of the date of mailing of the SD&R. 

(7) Whether or not an RFR is submitted, at any time prior to the time the 
recommendation in the D&R or prior SD&R is acted on by the Sal~§an4Use Tax 
Department as a tInal matter or the Board has held an oral hearing on the petition, the 
Appeals Division may issue an SD&R as it deems necessary to augment. clarify, or 
con'ect the infonnation, analysis, or conclusions contained in the D&R or any prior 
SD&R. 

(8) If no RFR is submitted under subdivision (c)(6) or request for Board hearing 
under subdivision (d)(1) within 60 days of the date of mailing of the D&R or any 
SD&R, the D&R or SD&R as applicable is final as to the petitioner and all notified 
jurisdictions unless the Appeals Division issues an SD&R under subdivision (c}(7). 

(d) Review by Board. 

(1) The petitioner or any notified jurisdiction may submit a written request for Board 
hearing ifit does so to the Board Proceedings Division within 60 days of the date of 
mailing of the D&R or any SD&R. Such a request must state the basis for the 
jurisdiction's disagreement with the D&R or SD&R as applicable and include all 
additional infonnation in its possession that supports its position. 

(2) If the Board Proceedings Division receives a timely request for heating under 
subdivision (d)(l), it will notify the Sales and Use Tax Department, the petitioner, 
any notified jurisdiction, any other jurisdiction that would be substantially atTected if 
the petition were granted, and the taxpayer(s) whose allocations are the subject of the 
petition, that the petition tor reallocation oflocal tax is being scheduled tor a Board 
hearing to detennine the proper allocation. 

(3) The Sales and Use Tax Department, the petitioner, and all jurisdictions notified of 
the Board hearing pursuant to subdivision (d)(2) are parties and may pa11icipate in the 
Board hearing. The t'lxpayer is not a party to the Board hearing unless it chooses to 
actively participate in the heanng process by either filing a brief or making a 
presentation at the hearing. 

(4) Briets may be submitted for the Board hearing in accordance with California 
Code of Regulati::ms, title 18, sections 5210 and 5271 



(5) To the extent not inconsistent with this regulation, the hearing will be conducted 
in accordance with Chapter 5 of the Board of Equalization Rules tor Tax Appeals 
(Cal. Code Regs., tit 18, § 5510, et seq.). The Board will apply the preponderance of 
evidence rules set forth in subdivision (b )(2) in reaching its decision and not the 
burden of proof rules set forth in Calitomia Code of Regulations, title 18, section 
5541. The Board's final decision on a petition tor reallocation exhausts all 
administrative remedies on the matter tor all jurisdictions. 

(e) Limitation Period for Redistributions. Redistributions shall not include amounts 
originally distributed earlier than two quarterly periods prior to the quarter of the date of 
knowledge. 

(f) Application to Section 6066.3 Inquiries. 

The procedures set forth herein for submitting a petition for reallocation of local tax are 
separate from those applicable to a submission under Revenue and Taxation Code section 
6066.3. If a petition under the procedures set forth herein and a submission under section 
6066.3 are both filed for the same alleged improper distribution, only the earliest 
submission will be processed, with the date of knowledge established under the 
procedures applicable to that earliest submission. However, the procedures set forth in 
subdivisions (b), (c), and (d) also apply to appeals from reallocation detenninations made 
under section 6066.3. 

(g) Operative Date and Transition Rules. 

This regulation is intended to reduce the time required to decide the validity of 
reallocation petitions and othelwise improve the process for doing so. Regulation 1807 
was repealed and readopted in 2008. ItThe readopted regulation is intended to have a 
neutral impact only on the current dispute over the continuing validity of certain petitions 
that arewere governed by prior Regulation 1807 (effective February 22,2003). 

(1) The operative date of this regulation as readopted in 2008 aQ('i,my amendments 
thereto is the effective date it becomes effective under Section 11343,4 of the 
Government Code (thirty days after it has heen approvedapproval by the Office of 
Administrative Law and furwardedforwarding to the Secretary of State) and #there 
shall lta¥-ebe no retroactive effect. 

(2) Petitions filed prior to the operative date ofthis regulation, Notwithstanding 
subdivision (g)(3), petitions shall be revitwed, appealed and decided in accordance 
with this regulation as to procedures occurring after thaWs operative date or that of 
any amendments thereto. 

illAll sticlt-petitions filed prior to January 1,2003 and denied by Board Management 
must have perfected any access they may have had to a Board Member hearing no 
later than 60 days atter the September 10, 2008, operative date of this regulation. 
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Note: Authority cited: Section 7051, Revenue and Taxation Code. Reference: Sections 
7209 and 7223, Revenue and Taxation Code. 
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Text of Proposed Amendments to 


California Code of Regulations, Title 18, Section 1828, 


Petitions for Distribution or Redistribution ofTransactions and Use Ta.'( 

Regulation 1828. Petitions for Distribution or Redistribution of Transactions and 
Use Tax. 

(a) Definitions. 

(1) District Tax. "District tax" means a transaction and use tax adopted pursuant to 
Revenue and Taxation Code section 7251. et seq., or pursuant to Revenue and 
Taxation Code section 7285, et seq., and administered by the Board. 

(2) District. "District" means any entity, including a city, county, city and county, or 
special taxing jurisdiction, which has adopted a district tax. 

(3) Petition. "Petition" means a request or inquiry from a district for investigation of 
suspected improper distribution or nondistribution of district tax submitted in writing 
to the Allocation Group of the Sales and Use Tax Department. The petition must 
contain sufficient factual data to support the probability that district tax has not been 
distributed or has been elToneously distributed. Sufficient factual data should include, 
for each business location being questioned: 

(A) Taxpayer name, including owner name and fictitious business name or dba 
(doing business as) desi!,rnation. 

(8) Taxpayer's permit number or a notation stating "No Permit Number." 

(C) Complete business address of the taxpayer. 

(D) Complete description of taxpayer's business activity or activities. 

(E) Specific reasons and evidence why the distribution or nondistribution is 
questioned, identi fying the delivery location or locations of the property the sales 
of which are at issue. If the petition alleges that the subject transactions are 
subject to the district's use tax, evidence that the retailer is engaged in business in 
the district as provided in California Code ofRegulations, title 18, section 1827, 
subdivision ( c). 

(F) Name, title, and telephone number of the contact person. 

(G) The tax reporting periods involved. 

"Petition" also includes an appeal by a dishict from a notification from the Local 
Revenue Allocation Unit ofthe Sales and Use Tax Department that district taxes 
previously allocated to it were misallocated and will be reallocated. Such a district 
may object to that notification by submitting a written petition to the Allocation 
Group within 30 days of the date of mailing of the notification or within a period of 



extension described below. The petition must include a copy of the notification and 
specify the reason the district disputes it. If a district does not submit such a petition 
within 30 days of the date of mailing of the notification, or within a period of 
extension, the notification of the Local Revenue Allocation Unit is tinal as to the 
district so notified. 

The district may request a 30-day extension to submit a written obiection to a 
notitication of misallocation from the Local Revenue Allocation Unit. Such a request 
must provide a reasonable explanation for the requesting district's inability to submit 
its objection within 30 days and must be received bv the Local Revenue Allocation 
Unit within 30 days of the date of mailing of its notitication. Within five days of 
receipt of the request, the Local Revenue Allocation Unit will mail notification to the 
(.iistIict whether the request is granted or denied. If a timely request tor extension is 
$ubmitted, the time tor the district to file a written objection is extended to 10 days 
after the mailing of the notice of whether the request is granted or denied. If the 
request is granted, the time for the district to submit a written objection to the 
notification of the Local Revenue Allocation Unit is further extended to the 60th day 
after the date of mailing of the notification of misallocation. 

(4) Petitioner. "Petitioner" is a district that has tiled a valid petition pursuant to 
subdivision (a)(3). 

(5) Date of Knowledge. Unless an earlier date is operationally documented by the 
Board, "date of knowledge" is the date on which the Allocation Group receives a 
valid petition. Where an error in distribution that is reasonably covered by the petition 
is confirmed based on additional facts or evidence supplied by the petitioner or 
otherwise learned as a direct result of investigating the petition, the date of knowledge 
is the date on which the Allocation Group received the petition. 

(6) Substantially Affected District. "Substantially affected district" is a district for 
which the decision on a petition would result in a decrease to its total distribution of 5 
percent or more of its average quarterly distribution (generally detemlined with 
reference to the prior four calendar quarters) or of $50,000 or more. 

(7) Notitied District. >'Notified district" is a district that has been notified as a 

substantially affected district 


(b) Review by Sales_arHtU$~ Tax DepartmentAlhH~ati@H Gf@lif· 

( 1) The Allocation Group will promptly acknowledge a submission intended as a 
petition. If the submission does not cuntain the elements identified in subdivision 
(a)(3), the original submission will be_returned to the submitting jurisdiction. The 
jurisdiction will have 30 days from the date of the correspondence from the 
Allocation Group requesting the missing information to make a supplemental 
submission. if the supplemental submission contains the necessary elements 
identitled in subdivision (a)(3). then th~JJate of receipt of the original submission will 



be regarded as the date of knowledge. In the event that a submission is not perfected 
within this 30 day period. it will not qualifY as a valid petition. 

(2) The Alh~lil~efl Gf€!t:l~Sales and Us~Tax Department will review the petition and 
issue to the petitioner a written decision to grant or deny the petition, including the 
basis for that decision. The written decision will also note the date of knowledge, and 
if other than the date the petition was received, will include the basis for that date. A 
redistribution will be made if the preponderance ofevidence, whether provided by 
petitioner or obtained by Board staff as part of its investigation of the petition, shows 
that there was an error in distribution. If the preponderance of evidence does not show 
that an error in distribution occurred, the petition will be denied. 

(3) If the AHtHlati@f4 Gf@t:l~.sales ang Use Tax Dep<:lrtment does not issue a decision 
within six months of the date it receives a valid petition, the petitioner may request 
that the Alh~@ati(OHl Gfet:l~Sales and Use T~ Department issue its decision without 
regard to the status of its investigation. Within 90 days of receiving such a request, 
the All@eatieN GHni~Sal~s and Use Tax D~rtment will issue its decision based on 
the information in its possession. 

(4) If the decision of the All€leati@f4 Gr€ltt~Sales and {jse Tax Department is that the 
asserted error ill distribution did not occur and that the petition should be denied, in 
whole or in part, the petitioner may submit to the Allocation Group a written 
objection to the decision under subdivision (b)(6). 

(5) If the decision of the AH@@&ti€nl Gr€lEt~;;ales and Use Tax Department is that an 
error in distribution did occur, it will also mail a copy of its decision to any 
substantially affecled district. Any such notifled district may submit to the Allocation 
Group a written objection to the decision under subdivision (b)( 6). 

(6) The petitioner or any notified distlict may appeal the decision of the Alh~0ati@ft 
Gl'€HiflSales and Use 1)( Department by SUbmitting a written objection to the 
AUocation Group within 30 days of the date of mailing of the AlhH~ati€i)ft 
Gf€llifl'sSales and Use Tax D£Pillj:ment's decision, or within a period of extension 
authorized by subdivision (b )(910). If no such timely objection is submitted, the 
decision of the AH@r6ilti€lIl GHldfJSales~~ld lIse Tax D~nent is tinal as to the 
petitioner and all notified districts. 

(7) If the petitioner or a notified district submits a timely written objection to the 
decision of the AH€lr6sti€lft Gf€lliflSales .and Use Jax Departme.nt, the Al1€Hi~ttti€)ft 
Gr€Hi~~ales aQ~t!1seTax DeJ2;.tftment will consider the objection and issue a wlitten 
supplemental decision to grant or deny the objection, including the basis tor that 
decision. A copy of the supplemental decision will be mailed to the petitioner, to any 
notified district:, and to any other district that is substantially aftected by the 
supplemental decision. 

3 

http:Departme.nt
mailto:Gf@t:l~.sales


(8) If the AH@0ati@:f:l GF€ltIDSJ!!~S and Use Ta~rtm~I)t does not issue a 
supplemental decision within three months of the date it receives a writ!~n timely 
objection to the decision ofthe Alh~@ati€lM Gf€lNpSales and Use T~~artment, the 
petitioner or any notified district may request that the Alhu.lati8ft G1!!Hil!,Sales and Use 
Tax Departm_ent issue its supplemental decision without regard to the status of its 
investigation. Within 60 days ofreceiving such a request, the 1odl@@@ti€lM Gf€lN!,Sales 
and Use_Tax DepaQ:ment will issue its supplemental decision based on the 
information in its possession. 

(82) The petitioner or any notified district may appeal the supplemental decision of 
the All€H~Qti~rA Gf€l\;i~~alesandJJse TaxDepartl]1~I"l! by submitting a written objection 
under subdivision (c)( 1) within 30 days of the date of mailing of that supplemental 
decision, or within a period ofextension authorized by subdivision (b)(9lQ). Ifno 
such timely objection is submitted, the supplemental decision of the AJI€l@8ti€lM 
Gf€l~Sales and Use Tax Department is final as to the petitioner and all notified 
districts. 

(910) The petitioner or any notified district may request a 30-day extension to submit 
a written objection under subdivision (b)( 6) or under subdivision (b)( 82), as 
applicable. Such request must provide a reasonable explanation tor the requesting 
distriCt'S inability to subIl1it its objection \vithin 30 days, must be copied to all other 
districts to whom the All€l8ati€lM Gf€ldP~(l_les qnd Use Tax Departm~nt mailed a copy 
of its decision or supplemental decision (to the extent known by the requesting 
district), and must be received by the Allucation Group within 30 days of the date of 
mailing of~~ales and Cst:: Tax D£12il!i.!!1:cnfs decision or supplemental decision. 
Within five days of receipt of the request. the AH€l@ati€l§ G"€lMpSales aI14_U~e Tax 
!2¥rutliment will mail notification to the petitioner and to all notified districts whether 
the request is granted or denied. If a timely request for an extension is submitted, the 
time for the petitioner and any notitied district to file a written objection to the 
decision or supplemental decision ofthe Ali€l@ati€m Gf€lMpSales~d Use Tax 
Department is extended to 10 days ailer the mailing of the notice of whether the 
request is granted or denied. if the request is granted, the time for the petitioner and 
all notified distncts to submit a written objection to the decision or supplemental 
decision of the AIl€H!8:ti€.'l§ Gf€lMpSales and Uss: TaXcJ)epartment is further extended to 
the 60th day after the date of mailing of the decision or supplemental decision. 

(c) Review by Appeals Division. 

(1) The petitioner or any notified distnct may appeal the supplemental decision of the 
Ai1€H\latl€lH Gf€l~Sal~~ and Use Tax pe~l1S1lt by submitting a written objection to 
the Allocation Group within 30 days ufthe date of mailing of the Alh~0ati€l§ 
G"€llip'sSalys <i!ldkse TaX Dlmartment'5 supplemental decision, or wi thin a period of 
extension authorized by subdivision (b)(91Q). Such an objection must state the basis 
t()f the objecting disn1c[s disagreement with the supplemental decision and include 
all additional information in its possession that supports its position. 
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(2) If a timely objection to .!he Sales <lI1d Use Tax Department's supplemental 
decision is submitted, the Allocation Group will, within 30 days of receipt of the 
objection, prepare the file and forward it to the Appeals Division. The petitioner, all 
notified districts, any other district that would be substantially affected if the petition 
were grante~and the Sales and Use Tax Department will thereafter be mailed notice 
of the appeals conference, which will generally be sent at least 45 days prior to the 
scheduled date of the conterence. 

(A) Petitioner or any notified district may continue to discuss the dispute with 
staff of the Sales and Use Tax Department after the dispute is retened to the 
Appeals Division. It: as a result of such discussions or otherwise, the Sales and 
Use Tax Department decides the supplemental decision @ftft@ All!Hlati€lft GfErli~ 
was incon'ect or that fu11her investigation should be pursued, it shall so notifY the 
Appeals Division, the petitioner, and all notified districts. 

(8) If the 's.ii1es and U~~ Tax Department sends notice to the Appeals Division in 
accordance with the subdivision (c)(2)(A) no later than 30 days prior to the date 
scheduled f()r the appeals conference, the Appeals Division will suspend its 
review and the dispute will be returned to the Sale~.;:lndlJseTax Department. The 
Sales and UseIMDepartment will thereafter issue a second supplemental 
decision, or will return the dispute to the Appeals Division along with a report of 
its further investigatIon, if appropriate, for the review and decision of the Appeals 
Division. 

(C) lfthe Sales and Use.:rax Department sends notice to the Appeals Division in 
accordance with subdivision (c)(2)(A) less than 30 days prior to the date 
scheduled tor the appeals conference, the Appeals Division will decide whether 
the dispute should be returned to the .~ales..and Use.Tax Department or remain 
with the Appeals Division, and notify the parties accordingly. If the dispute is 
returned to the Sa1c:§ and lJse Tax Department, the .s.ale~d Use Tax Department 
will thereafter issue a second supplemental decision, or will return the dispute to 
the Appeals Division along with a report of its further investigation, if 
appropriate, for the review and decision of the Appeals Division. 

(D) Where the Sales and Use Tax Department issues a second supplemental -- -- - .......... . 

decision in accordance with subdIvision (c)(2)(B) or (c)(2)(C), it will send a copy 
of the decision to the petitioner, any notified district. and any other district that is 
substantially affected by the second supplemental decision, any of whom may 
appeal the second supplemental decision by submittmg a written objection under 
subdiviSIOn (\..)( 1) within 30 days of the date ofmailing of that supplemental 
decision, or within a period ofe.nellsion authorized by subdivision (b )(910). If no 
such timely objection is submitted, (he second supplemental decision is tinal as to 
the petitioner and an notified districts. 

(3) The appeals conference is not ar, adversarial proceeding, but rather is an infonnal 
discussion wJ'lere the petitioner, any notitied districts who wish to participate, and the 



Sales and Use Tax Department have the opportunity to explain their respective 
positions regarding the relevant facts and law to the Appeals Division conference 
holder. To make the conference most productive, each participant should submit all 
facts, law, argument, and other mtomlation in support of its position to the Appeals 
Division conference holder, and to the other participants, at least 15 days before the 
date of the appeals conference; however, relevant facts and arguments will be 
accepted at any time at or before the appeals conference. It~ during the appeals 
conference, a participant requests pennission to submit additional written arguments 
and documentary evidence, the conference holder may grant that participant ~30 
days after the appeals conference, or 30 days with sufficient justification, to submit to 
the conference holder, with copies to all other participants, such additional arguments 
and evidence. Any other partiCIpant at the conference who is in opposition to the 
requesting participant on the issue(s) covered by the additional submission is allowed 
B30 days to submit to the conference holder, with copies to all other participants, 
arguments and evidence in response. No request by a participant for fUl1her time to 
submit additional arguments or evidence will be granted without the approval of the 
Assistant Chief Counsel of the Appeals Division or his or her designee. The Appeals 
Division on its own initiative may also request, at or after the appeals conference, 
further submissions from any participant. 

(4) Within 90 days after the final submission authorized by subdivision (c)(3), the 
Appeals Division will issue a \\Titten Decision and Recommendation (D&R) setting 
forth the apPlicable facts and law and the conclusions of the Appeals Division. The 
Chief Counsel may allow up to 90 additional days to prepare the D&R upon request 
of the Appeals Division. Both the request and the Chief Counsel's response granting 
or denying the request tor additional time must be in writing and copies provided to 
the petitioner, all notified districts, and the Sales and Use Tax Department. A copy of 
the D&R will be mailed to tne petitioner, to all notified districts, to any other district 
that will be substantially affected by the D&R, and to the Sales and Use Tax 
Department. 

(5) The petitioner or any notifIed disnict may appeai the D&R by submitting a written 
request for Board hearing under subdivision (d)( 1) within 60 days of the date of 
mailing ofthe D&R. 

(6) The petitioner, any notrtied district, or the SaleS and Use Tax Department may 
also appeal the D&R, or arty Supplemental D&R (SD&R), by submitting a written 
request for reconsideration (RFR) to the Appeals Division before expiration of the 
time during which a timely request tor Board hearing may be submitted, or if a Board 
hearing has been requested, prior to that hearing. If a district or the Sales and Use Tax 
Department submits an RFR before the time for requesting a Board hearing has 
expired, the Appeals Di v'ision will issue an SD&R to consider the request, after 
obtaining whatever additional inf()ITl1ation or ario,ruments from the parties that it deems 
appropriate. If an RFR is submitted after a district has requested a Board hearing, the 
Appeals Division will detennine whether it should issue an SD&R in response. A 
copy of the SD&R issued under this subJivi:"ion or under subdivision (c)(7) will be 
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mailed to the petitioner, to all notified districts, to any other disttict that will be 
substantially affected by the SD&R, and to the Sales and Use Tax Department. The 
petitioner or any notified district may appeal the SD&R by submitting a written 
request for Board hearing under subdivision (d)(l) within 60 days of the date of 
mailing of the SD&R. 

(7) Whether or not an RFR is submitted, at any time prior to the time the 
recommendation in the D&R or prior SD&R is acted on by the Sales an~LUs~Tax 
Department as a final matter or the Board has held an oral hearing on the petition, the 
Appeals Division may issue an SD&R as it deems necessary to augment, clarify, or 
correct the mtonnation, analysis, or conclusions contained in the D&R or any prior 
SD&R. 

(8) Ifno RFR is submitted under subdivision (c)(6) or request for Board hearing 
under subdivision (d)(l) within 60 days of the date of mailing of the D&R or any 
SD&R, the D&R or SD&R as applicable is final as to the petitioner and all notified 
districts unless the Appeals Division issues an SD&R under subdivision (c)(7). 

(d) Review by Board. 

( 1) The petitioner or any notitied district may submit a written request for Board 
hearing if it does so to the Board Proceedings Division within 60 days of the date of 
mailing of the D&R or any SD&R. Such a request must state the basis tor the 
district's disagreement wIth the D&R or SD&R as applicable and include all 
additional information in its possession that supports its position. 

(2) If the Board Proceedings Division receives a timely request for hearing under 
subdivision (d)( I), it will notifY the Sales and Use Tax Department, the petitioner, 
any notified district, any other district that would be substantially affected if the 
petition were granted, and the taxpayer(s) whose distribution (or nondistribution) are 
the subject of the petition, that the petition for redislIibution of district tax is being 
scheduled tal' a Board hearing to determine the proper distribution. 

(3) The Sales and Use Tax Department, the petitioner, and all districts notified of the 
Board hearing pursuant to subdivisIOn (d)(2) are parties and may participate in the 
Board hearing. The taxpayer is not a pany to the Board hearing unless it chooses to 
actively participate in the hearing process by either filing a brief or making a 
presentation at the hearing. 

(4) Briefs may be submitted for the Board hearing in accordance with California 
Code of Regulations, title 18, sections 52 i'O and 5271. 

(5) To the extent not inconsistent with this regulation, the hearing will be conducted 
in accordance with Chapter 5 ofthe Board of Equalization Rules for Tax Appeals 
(Cal. Code Regs., tit. 18, § 5510, et seq.). The Board will apply the preponderance of 
evidence rules set forth It1 subdivision (b)f2) in reaching its decision and not the 
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burden of proof rules set forth in California Code of Regulations, title 18, section 
5541. TIle Board's final decision on a petition tor redistribution exhausts all 
administrative remedies on the matter for all districts. 

(e) Limitation Period tor Redistributions. 

For redistributions where the date of knowledge is prior to January 1,2008, the standard 
three-year statute of limitations is applicable. based on the date of knowledge. For 
redistributions where the date of knowledge is on or at1er January 1,2008, redistributions 
shall not include amounts originally distributed earlier than two quarterly periods prior to 
the quarter of the date of knowledge. 

(f) Operative Date and Transition Rules. 

This regulation is intended to reduce the time required to decide the validity of 
redistribution petitions and othenvise improve the process for doing so. Regulation 1828 
was repealed and readopted in 2008. liThe readopted regulation is intended to have a 
neutral impact only on the current dispute over the continuing validity of certain petitions 
that arewen~ governed by piior Regulation lB18 (effective June 17,2004). 

(1) The operative date of this regulation as readopted in 2008 and any amendments 
thereto is the effective date it becomes etTective under Section 11343.4 of the 
Government Code (thirty days after it has been approvedapproval by the Office of 
Administrative Law and torwardedforwarding to the Secretary of State) and itthere 
shan fi.twebe no retroactive eHect. 

(2) Petitions filed prior to the operative date of this regulation,Notwithstanding 
subdivision (0(3), petition~ shall be reviewed, appealed and decided in accordance 
with this regulation as to procedures occurring after thatits operative date or that of 
any amendments thereto. 

UlAll SiiCfi-petitions filed pI1\)[ to July 1, 2004 and denied by Board Management 
must have perfected any a<:cess they may have had to a Board Member hearing no 
later than 60 days after the September 10, 2001h..operative date of this regulation. 

Note: Authority cited: Section 7051, Revenue and Taxation Code. Reference: Section 
7270, Revenue and Taxation Code. 



Statement of Compliance 

The State Board of Equalization, in process of adopting Sales and Use Tax Regulation 
1807, Petitions for Reallocation of Local Tax, and Regulation 1828, Petitions for Distribution or 
Redistribution of Transactions and Use Tax. did comply with the provision of Government Code 
section 11346.8(c) and section 44 of Title 1, California Code of Regulations. The 15-day letter 
and the changed version of Regulations 1807 and 1828 weremailedonNovember28.2011.to 
interested parties who commented orally or in writing or that requested such information and 
were made available for public comment from November 28 to December 14, 2011. a period of 
16 days prior to the public hearing. 

December 15,2011 Ji!.f~
.. 	 Regulations Coordinator 
State Board of Equalization 
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Text of Proposed Amendments to 

California Code of Regulations, Title 18, Section 1807, 

Petitions/or Reallocation 0/Local Tax 

Regulation 1807. Petitions for Reallocation of Local Tax. 

(a) Definitions. 

(1) Local Tax. "Local tax" means a local sales and use tax adopted pursuant to 
Revenue and Taxation Code section 7200, et seq., and administered by the Board . 

. (2) Jurisdiction. "Jurisdiction" means any city, county, city and county, or 

redevelopment agency which has adopted a local tax. 


(3) Petition. "Petition" means a request or inquiry from a jurisdiction, other than a 
submission under Revenue and Taxation Code section 6066.3, for investigation of 
suspected misallocation of local tax submitted in writing to the Allocation Group of 
the Sales and Use Tax Department. The petition must contain sufficient factual data 
to support the probability that local tax has been erroneously allocated and 
distributed. Sufficient factual d~ta should include, for each business location being 
questioned: 

(A) Taxpayer name, including owner name and fictitious business name or dba 
(doing business as) designation. 

(B) Taxpayer's pennit number or a notation stating "No Pennit Number." 

(C) Complete business address ofthe taxpayer. 

(D) Complete description of taxpayer's business activity or activities. 

(E) Specific reasons and evidence why the taxpayer's allocation is questioned. If 
the petition alleges that a misallocation occurred because a sale location is 
unregistered, evidence that the questioned location is a selling location or that it is 
a place of business as defined by California Code ofRegulations, title 18, section 
1802. If the petition alleges that a misallocation occurred because the tax for a 
sale shipped from an out-of-state location was actually sales tax and not use tax, 
evidence that there was participation in the sale by an in-state office of the retailer 
and that title to the goods passed to the purchaser inside California. 

(F) Name, title, and telephone number of the contact person. 

(G) The tax reporting periods involved. 

"Petition" also includes an appeal by a jurisdiction from a notification from the Local 
Revenue Allocation Unit ofthe Sales and Use Tax Department that local taxes 
previously allocated to it were misallocated and will be reallocated. Such a 
jurisdiction may object to that notification by submitting a written petition to the 



Allocation Group within 30 days of the date of mailing of the notification or within a 
period of extension described below. The petition must include a copy of the 
notification and specify the reason the jurisdiction disputes it. If a jurisdiction does 
not submit such a petition within 30 days of the date ofmailing of the notification, or 
within a period ofextension, the notification of the Local Revenue Allocation Unit is 
final as to the jurisdiction so notified. 

The jurisdiction may request a 30-day extension to submit a written objection to a 
notification of misallocation from the Local Revenue Allocation Unit. Such reguest 
must provide a reasonable explanation for the requesting jurisdiction's inability to 
submit its objection within 30 days and must be received by the Local Revenue 
Allocation Unit within 30 days of the date of mailing of its notification. Within five 
days of receipt of the request. the Local Revenue Allocation Unit will mail 
notification to the jurisdiction whether the request is granted or denied. If a timely 
request for an extension is submitted, the time for the jurisdiction to' file a written 
obiection is extended to 10 days after the mailing ofthe notice of whether the request 
is granted or denied. If the request is granted, the time for the jurisdiction to submit a 
written objection to the notification of the Local Revenue Allocation Unit is further 
extended to the 60th day after the date ofmailing of the notification ofmisallocation. 

(4) Petitioner. "Petitioner" is a jurisdiction that has filed a valid petition pursuant to 
subdivision (a)(3). . 

(5) Date of KnOWledge. Unless an earlier date is operationally documented by the 
Board, "date of knowledge" is the date on which the Allocation Group receives a 
valid petition. Where a misallocation that is reasonably covered by the petition is 
confirmed based on additional facts or evidence supplied by the petitioner or 
otherwise learned as a direct result of investigating the petition, the date of knowledge 
is the date on which the Allocation Group received the petition. 

(6) Substantially Affected Jurisdiction. "Substantially affected jurisdiction" is a 
jurisdiction for which the decision on a petition would result in a decrease to its total 
allocation of 5 percent or more of its average quarterly allocation (generally 
determined with reference to the prior four calendar quarters) or of $50,000 or more, 
and includes a jurisdiction whose allocation will be decreased solely as the result of a 
reallocation from the statewide and applicable countywide pools. 

(7) Notified Jurisdiction. "Notified jurisdiction" is a jurisdiction that has been notified 
as a substantially affected jurisdiction. 

(b) Review by Sales and Use Tax DepartmentA1l818tisR g.sttp. 

. (I) The Allocation Group will promptly acknowledge a submission intended as a 

petition. If the submission does not contain the elements identified in subdivision 

(a)(3), the original submission will be returned to the submitting jurisdiction. The 

jurisdiction will have 30 days from the date of the correspondence from the 
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Allocation Group requesting the missing information to make a supplemental 
submission. If the supplemental submission contains the necessary elements 
identified in subdivision (a)(3), then the date of receipt of the original submission will 
be regarded as the date ofknowledge. In the event that a submission is not perfected 
within this 30 day period, it will not qualify as a valid petition. 

(2) The t\U8@ati~n\ G'8tlJl§illes and Use Tax Department will review the petition and 
issue to the petitioner a written decision to grant or deny the petition, including the 
basis for that decision. The written decision will also note the date of knowledge, and 
if other than the date the petition was received, will include the basis for that date. A 
reallocation will be made if the preponderance ofevidence, whether provided by 
petitioner or obtained by Board staff as part of its investigation of the petition, shows 
that there was a misallocation. If the preponderance of evidence does not show that a 
misallocation occurred, the petition will be denied. 

(3) If the AUe.tieR GN\lJISales and Use Tax Department does not issue a decision 
within six months of the date it receives a valid petition, the petitioner may request 
that the AII88ati8R Gf8tlJ1Saies and Use Tax Department issue its decision without 
regard to the status of its investigation. Within 90 days of receiving such a request, 
the AU88ati8R GfetlpSales and Use Tax Department will issue its decision based on 
the infonnation in its possession. 

(4) If the decision of the AIl888ii@R gp8upSales AAd Use TjlX Department is that the 
asserted misallocation did not occur and that the petition should be denied, in whole 
or in part, the petitioner may submit to the Allocation Group a written objection to the 
decision under subdivision (b)(6). 

(5) If the decision of the Alle8Mi8R GfetlpSales and Use Tax Department is that a 
misallocation did occur, it will also mail a copy of its decision to any substantially 
affected jurisdiction. Any such notified jurisdiction may submit to the Allocation 
Group a written objection to the decision under subdivision (b)(6). 

(6) The petitioner or any notified jurisdiction may appeal the decision of the 
A1l888M8R C:ilP8tl,Sales and Use Tax Dep_ent by submitting a written objection to 
the Allocation Group within 30 days of the date of mailing of the A1l888ii8R 
C:iI'8tlJl'sSmes and Use Tax Department's decision, or within a period of extension 
authorized by subdivision (b)(910). If no such timely objection is submitted, the 
decision of the A1l888tt8fl C:iI'8ltpSah!s and Use Tax Department is final as to the 
petitioner and all notified jurisdictions. 

(7) If the petitioner or a notified jurisdiction submits a timely written objection to the 
decision of the A1I888iieft C:iI'8\lJ1Sales and Use Tax Department, the AU888ii8R 
Q'8tl,Salesand Use Tax Department wili consider the objection and issue a written 
supplemental decision to grant or deny the objection, including the basis for that 
decision. A copy of the supplemental decision will be mailed to the petitioner, to any
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notified jurisdiction, and to any other jurisdiction that is substantially affected by the 
supplemental decision. 

(8) If the AU888ti8tl ",eli,Sales and Use Tax Department does not issue a 
supplemental decision within three months of the date it receives a written timely 
objection to the decision of the h1l88atl8B G~gSales and Use Tax Department. the 
petitioner or any notified jurisdiction may reguest that the A118@MieB a,e.Sales and 
Use Tax Department issue its supplemental decision without regard to the status of its 
investigation. Within 60 days of receiving such a reguest, the A1l88tltieB G,egSales 
and Use Tax Department will issue its supplemental decision based on the 
intormation in its possession. 

(&2) The petitioner or any notified jurisdiction may appeal the supplemental decision 
of the I,lles.ell Gfeltl'Sales and Use Tax Department by submitting a written 
objection under subdivision (c)(l) within 30 days of the date ofmailing of that 
supplemental decision, or within a period ofextension authorized by subdivision 
(b)(9lQ). Ifno such timely objection is submitted, the supplemental decision of the 
l,lle_i8B G'8lt,Sales and Use Tax Department is final as to the petitioner and all 
notified jurisdictions. 

(910) The petitioner or any notified jurisdiction may request a 30-day extension to 
submit a written objection under subdivision (b)(6) or under subdivision (b)(&2), as 
applicable. Such request must provide a reasonable explanation for the requesting 
jurisdiction's inability to submit its objection within 30 days, must be copied to all 
other jurisdictions to whom the All@sati@B Gfstl,Sales and Use Tax Department 
mailed a copy of its decision or supplemental decision (to the extent known by the 
requesting jurisdiction), and must be received by the Allocation G~oup within 30 days 
of the date of mailing ofttiithe Sales and Use Tax Department's decision or 
supplemental decision. Within five days of receipt of the request, the AIIs_tieB 
",e..Sales and Use Tax l/epartment will mail notification to the petitioner and to all 
notified jurisdictions whether the request is granted or denied. If a timely request for 
an extension is submitted, the time for the petitioner and any notified jurisdiction to 
file a written objection to the decision or supplemental decision of the AU818ti8B 
Q;elt,Sales and Use Tax Department is extended to 10 days after the mailing of the 
notice of whether the request is granted or denied. If the request is granted, the time 
for the petitioner and all notified jurisdictions to submit a written objection to the 
decision or supplemental decision ofthe AH88atieB Gretlf)Sales and Use Tax 
Department is further extended to the 60th day after the date ofmailing of the 
decision or supplemental decision. 

(c) Review by Appeals Division. 

(1) The petitioner or any notified jurisdiction may appeal the supplemental decision 
ofthe Alhu~ati@B Gr8uf)Sales and Use Tax.Department by submitting a written 
objection to the Allocation Group within 30 days of the date ofmailing of the 
Al1e8ttti8B Gf@lil"'sSales and Use Tax Department's supplemental decision, or within
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a period of extension authorized by subdivision (b)(9lQ). Such an objection must 
state the basis for the objecting jurisdiction's disagreement with the supplemental 
decision and include all additional information in its possession that supports its 
position. 

(2) If a timely objection to .the Sales and Use Tax Department's supplemental 
decision is submitted, the Allocation Group will. within 30 days of receipt of the 
objection. prepare the file and forward it to the Appeals Division. The petitioner, all 
notified jurisdictions, any other jurisdiction that would be substantially affected if the 
petition were granted, and the Sales and Use Tax Department will thereafter be 
mailed notice of the appeals conference, which will generally be sent at least 45 days 
prior to the scheduled date of the conference. 

(A) Petitioner or any notified jurisdiction may continue to discuss the dispute with 
staff of the Sales and Use Tax Department after the dispute is referred to the 
Appeals Division. If, as a result of such discussions or otherwise, the Sales and 
Use Tax Department decides the supplemental decision eftA. Alle.sties C.ev, 
was incorrect or that further investigation should be pursued, it shall so notifY the 
Appeals Division, the petitioner, and all notified jurisdictions. 

(B) If the Sales and Use Tax Department sends notice to the Appeals Division in 
accordance with the subdivision (c)(2)(A) no later than 30 days prior to the date 
scheduled for the appeals conference, the Appeals Division will suspend its 
review and the dispute will be returned to the Sales and Use Tax Department. The 
Sales and Use Tax Department will thereafter issue a second supplemental 
decision, or will return the dispute to the Appeals Division along with a report of 
its further investigation, if appropriate, for the review and decision ofthe Appeals 
Division. 

(C) If the Sales and Use Tax Department sends notice to the Appeals Division in 
accordance with subdivision (c)(2)(A) less than 30 days prior to the date 
scheduled for the appeals conference, the Appeals Division will decide whether 
the dispute should be returned to the Sales and Use Tax Department or remain 
with the Appeals Division, and notifY the parties accordingly. If the dispute is 
returned to the Sales and Use Tax Department, the Sales and Use Tax Department 
will thereafter issue a second supplemental decision, or will return the dispute to 
the Appeals Division along with a report ofits further investigation, if 
appropriate, for the review and decision of the Appeals Division. 

(D) Where the Sales and Use Tax_Department issues a second supplemental 
decision in accordance with subdivision (c)(2)(B) or (c)(2)(C), it will send a copy 
of the decision to the petitioner, any notified jurisdiction, and any other 
jurisdiction that is substantially affected by the second supplemental decision, any 
of whom may appeal the seconri supplemental decision by submitting a written 
objection under subdivision (c)(l) within 30 days of the date of mailing of that 
supplemental decision, or within a period ofextension authorized by subdivision 
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(b )(9lQ). If no such timely objection is submitted, the second supplemental 
decision is final as to the petitioner and all notified jurisdictions. 

(3) The appeals conference is not an adversarial proceeding, but rather is an informal 
discussion where the petitioner, any notitied jurisdictions who wish to participate, and 
the Sales and Use Tax Department have the opportunity to explain their respective 
positions regarding the relevant facts and law to the Appeals Division conference 
holder. To make the conference most productive, each participant should submit all 
facts, law, argument, and other infonnation in support of its position to the Appeals 
Division conference holder, and to the other participants, at least 15 days before the 
date of the appeals conference; however, relevant facts and arguments will be 
accepted at any time at or before the appeals conference. If, during the appeals 
conference, a participant requests pennission to submit additional written arguments 
and documentary evidence, the conference holder may grant that participant +.j.30 
days after the appeals conference, or 30 days wid:l seffieieat j1::l!Hifieatioa, to submit to 
the conference holder, with copies to all other participants, such additional arguments 
and evidence. Any other participant at the conference who is in opposition to the 
requesting participant on the issue(s) covered by the additional submission is allowed 
M30 days to submit to the conference holder, with copies to all other participants, 
arguments and evidence in response. No request by a participant for further time to 
submit additional arguments or evidence will be granted without the approval of the 
Assistant Chief Counsel of the Appeals Division or his or her designee. The Appeals 
Division on its own initiative may also request, at or after the appeals conterence, 
further submissions from any participant. 

(4) Within 90 days after the final submission authorized by subdivision (c)(3), the 
Appeals Division will issue a written Decision and Recommendation (D&R) setting 
forth the applicable facts and law and the conclusions of the Appeals Division. The 
ChiefCounsel may allow up to 90 additional days to prepare the D&R upon request 
of the Appeals Division. Both the request and the Chief Counsel's response granting 
or denying the request for additional time must be in writing and copies provided to 
the petitioner, all notified jurisdictions, and the Sales and Use Tax Department. A 
copy of the D&R will be mailed to the petitioner, to all notified jurisdictions, to any 
other jurisdiction that will be substantially affected by the D&R, and to the Sales and 
Use Tax Department. 

(5) The petitioner or any notified jurisdiction may appeal the D&R by submitting a 
written request for Board hearing under subdivision (d)( I) within 60 days of the date 
ofmailing of the D&R. 

(6) The petitioner, any notitiedjurisdiction, or the Sales and Use Tax Department 
may also appeal the D&R, or any Supplemental D&R (SD&R), by submitting a 
written request for reconsideration (RFR) to the Appeals Division before expiration 
of the time during which a timely request for Board hearing may be submitted, or if a 
Board hearing has been requested, prior to that hearing. If a jurisdiction or the Sales 
and Use Tax Department submits an RFR before the time for requesting a Board 
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hearing has expired, the Appeals Division will issue an SD&R to consider the 
request, after obtaining whatever additional infonnation or arguments from the parties 
that it deems appropriate. If an RFR is submitted after a jurisdiction has requested a 
Board hearing, the Appeals Division will detennine whether it should issue an SD&R 
in response. A copy of the SD&R issued under this subdivision or under subdivision 
(c)(7) will be mailed to the petitioner, to all notified jurisdictions, to any other 
jurisdiction that will be substantially affected by the SD&R, and to the Sales and Use 
Tax Department. The petitioner or any notified jurisdiction may appeal the SD&R by 
submitting a written request for Board hearing under subdivision (d)(l) within 60 
days of the date of mailing of the SD&R. 

(7) Whether or not an RFR is submitted, at any time prior to the time the 
recommendation in the D&R or prior SD&R is acted on by the Sales and Use lax 
Department as a final matter or the Board has held an oral hearing on the petition, the 
Appeals Division may issue an 8D&R as it deems necessary to augment, clarify, or 
correct the infonnation, analysis, or conclusions contained in the D&R or any prior 
SD&R. 

(8) If no RFR is submitted under subdivision (c)( 6) or request for Board hearing 
under subdivision (d)( 1) within 60 days of the date of mailing of the D&R or any 
SD&R, the D&R or SD&R as applicable is final as to the petitioner and all notified 
jurisdictions unless the Appeals Division issues an SD&R under subdivision (c )(7). 

(d) Review by Board. 

(l) The petitioner or any notified jurisdiction may submit a written request for Board 
hearing if it does so to the Board Proceedings Division within 60 days of the date of 
mailing of the D&R or any SD&R. Such a request must state the basis for the 
jurisdiction's disagreement with the D&R or SD&R as applicable and include all 
additional infonnation in its possession that supports its position. 

(2) If the Board Proceedings Division receives a timely request for hearing under 
subdivision (d)(l). it will notify the Sales and Use Tax Department, the petitioner, 
any notified jurisdiction, any other jurisdiction that would be substantially affected if 
the petition were granted, and the taxpayer(s) whose allocations are the subject of the 
petition, that the petition for reallocation of local tax is being scheduled for a Board 
hearing to detennine the proper allocation. 

(3) The Sales and Use Tax Department, the petitioner, and all jurisdictions notified of 
the Board hearing pursuant to subdivision (d)(2) are parties and may participate in the 
Board hearing. The taxpayer is not a party to the Board hearing unless it chooses to 
actively participate in the hearing process by either filing a brief or making a 
presentation at the hearing. 

(4) Briefs may be submitted for the Board hearing in accordance with California 
Code of Regulations, title 18, sections 5270 and 5271. 



(5) To the extent not inconsistent with this regulation, the hearing will be conducted . 
in accordance with Chapter 5 of the Board of Equalization Rules for Tax Appeals 
(Cal. Code Regs., tit. 18, § 5510, et seq.). The Board will apply the preponderance of 
evidence rules set forth in subdivision (b )(2) in reaching its decision and not the 
burden of proof rules set forth in California Code of Regulations, title 18, section 
5541. The Board's final decision on a petition for reallocation exhausts all 
administrative remedies on the matter for all jurisdictions. 

(e) Limitation Period for Redistributions. Redistributions shall not include amounts 
.originally distributed earlier than two quarterly periods prior to the quarter of the date of 
kn.owledge. 

(f) Application to Section 6066.3 Inquiries. 

The procedures set forth herein for submitting a petition for reallocation of local tax are 
separate from those applfcable to a submission under Revenue and Taxation Code section 
6066.3. If a petition under the procedures set forth herein and a submission under section 
6066.3 are both filed for the same alleged improper distribution, only the earliest 
submission will be processed, with the date of knowledge established under the 
procedures applicable to that earliest submission. However, the procedures set forth in 
subdivisions (b), (c), and (d) also apply to appeals from reallocation determinations made 
under section 6066.3. 

(g) Operative Date and Transition Rules. 

This regulation is intended to reduce the time required to decide the validity of 
reallocation petitions and otherwise improve the process for doing so. Regulation 1807 
was repealed and readopted in 2008. IfThe readopted regulation is intended to have a 
neutral impact only on the current dispute over the continuing validity of certain petitions 
that ftfewere governed by prior Regulation 1807 (effective February 22,2003). 

(1) The operative date of this regulation as readopted in 2008 and any amendments 
thereto is the effective date it beeomes effeeti'l'e under Section 11343.4 of the 
Government Code (thirty days after it ftaS beeR Qflfl£elfedapproval by the Office of 
Administrative Law and forw&FEledJorwarding to the Secretary of State) and itthere 
shall heYebe no retroactive effect. 

(2) PetitioRS filee prior to the operati¥e date of this regulatioR,Notwithstanding 
subdivision (g)(3), petitions shall be reviewed, appealed and decided in accordance 
with this regulation as to procedures occurring after tftatits operative date or that of 
any amendments thereto. . 

mAll saeh-petitions filed prior to January 1, 2003 and denied by Board Management 
must have perfected any access they may have had to a Board Member hearing no 
later than 60 days after the September 10, J008, operative date of this regulation. 
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Note: Authority cited: Section 7051, Revenue and Taxation Code. Reference: Sections 
7209 and 7223, Revenue and Taxation Code. 
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Text of Proposed Amendments to 

California Code of Regulations, Title 18, Section 1828, 

Petitions for Distribution or Redistribution ofTransactions and Use Tax 

Regulation 1828. Petitions for Distribution or Redistribution of Transactions and 
Use Tax. 

(a) Definitions. 

(1) District Tax. "District tax" means a transaction and use tax adopted pursuant to 
Revenue and Taxation Code section 7251, et seq., or pursuant to Revenue and 
Taxation Code section 7285, et seq., and administered by the Board. 

(2) District. "District" means any entity, including a city, county, city and county, or 
special taxing jurisdiction, which has adopted a district tax. 

(3) Petition. "Petition" means a request or inquiry from a district for investigation of 
suspected improper distribution or nondistribution ofdistrict tax submitted in writing 
to the Allocation Group of the Sales and Use Tax Department. The petition must 
contain sufficient factual data to support the probability that district tax has not been 
distributed or has been erroneously distributed. Sufficient factual data should include~ 
for each business location being questioned: 

(A) Taxpayer name, including owner name and fictitious business name or dba 
(doing business as) designation. 

(B) Taxpayer's permit number or a notation stating "No Permit Number." 

(C) Complete business address of the taxpayer. 

(D) Complete description of taxpayer's business activity or activities. 

(E) Specific reasons and evidence why the distribution or nondistribution is 
questioned, identifying the delivery location or locations of the property the sales 
of which are at issue. If the petition alleges that the subject transactions are 
subject to the district's use tax, evidence that the retailer is engaged in business in 
the district as provided in California Code ofRegulations, title 18, section 1827, 
subdivision (c). 

(F) Name, title, and telephone number of the contact person. 

(G) The tax reporting periods involved. 

"Petition" also includes an appeal by a district from a notification from the Local 
Revenue Allocation Unit of the Sales and Use Tax Department that district taxes 
previously allocated to it were misallocated and will be reallocated. Such a district 
may object to that notification by submitting a written petition to the Allocation 
Group within 30 days of the date of mailing of the notification or within a period of 



extension described below. The petition must include a copy of the notification and 
specify the reason the district disputes it. If a district does not submit such a petition 
within 30 days ofthe date ofmailing of the notification, or within a period of 
extension, the notification of the Local Revenue Allocation Unit is final as to the 
district so notified. 

The district may request a 30·day extension to submit a written objection to a 
notification of misallocation from the Local Revenue Allocation Unit. Such a request 
must provide a reasonable explanation for the requesting district's inability to submit 
its objection within 30 days and must be received by the Local Revenue Allocation 
Unit within 30 days of the date of mailing of its notification. Within five days of 
receipt of the request, the Local Revenue Allocation Unit will mail notification to the 
district whether the request is granted or denied. If a timely request for extension is 
submitted, the time for the district to file a written obiection is extended to 10 days 
after the mailing of the notice of whether the request is granted or denied. If the 
request is granted, the time for the district to submit a written objection to the 
notification of the Local Revenue Allocation Unit is further extended to the 60th day 
after the date of mailing of the notification of misallocation. 

(4) Petitioner. "Petitioner" is a district that has filed a valid petition pursuant to 
subdivision (a)(3). 

(5) Date of Knowledge. Unless an earlier date is operationally documented by the 
Board, "date ofknowledge" is the date on which the Allocation Group receives a 
valid petition. Where an error in distribution that is reasonably covered by the petition 
is confirmed based on additional facts or evidence supplied by the petitioner or 
otherwise learned as a direct result of investigating the petition, the date ofknowledge 
is the date on which the Allocation Group received the petition. 

(6) Substantially Affected District. "Substantially affected district" is a district for 
which the decision on a petition would result in a decrease to its total distribution of 5 
percent or more of its average quarterly distribution (generally determined with 
reference to the prior four calendar quarters) or of $50,000 or more. 

(7) Notified District. "Notified district" is a district that has been notified as a 

substantially affected district. 


(b) Review by Sales and Use Tax Departmenb~llee8ii~ni Grewp. 

( I) The Allocation Group will promptly acknowledge a submission intended as a 
petition. Ifthe submission does not contain the elements identified in subdivision 
(a)(3), the original submission will be returned to the submitting jurisdiction. The 
jurisdiction will have 30 days from the date ofthe correspondence from the 
Allocation Group requesting the missing information to make a supplemental 
submission. If the supplemental submission contains the necessary elements 
identified in subdivision (a)(3), then the date of receipt ofthe original submission will 
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be regarded as the date ofknowledge. In the event that a submission is not perfected 
yvithin this 30 day period, it will not qualify as a valid petition. 

(2) The Alhlt~lltt8B "'8V,~ales and Use Tax Department will review the petition and 
issue to the petitioner a written decision to grant or deny the petition, including the 
basis for that decision. The written decision will also note the date of knowledge, and 
if other than the date the petition was received, will include the basis for that date. A 
redistribution will be made if the preponderance ofevidence, whether provided by 
petitioner or obtained by Board staff as part of its investigation of the petition, shows 
that there was an error in distribution. Ifthe preponderance ofevidence does not show 
that an error in distribution occurred, the petition will be de~ied. 

(3) If the Alle@8lieB g,eti!'Sales trod Use Tax Department does not issue a decision 
within six months of the date it receives a valid petition, the petitioner may request 
that the AlInll.8ft Gfe\ltl~ales and Use Tax Department issue its decision without 
regard to the status of its investigation. Within 90 days of receiving such a request, 
the Alleelltieft Gre~Sale§ and U§e Tax Department will issue its decision based on 
the information in its possession. 

(4) If the decision of the Allelll.ieH Gf8ltf!lSales and Use Tax Degartms;nt is that the 
asserted error in distribution did not occur and that the petition should be denied, in 
whole or in part, the petitioner may submit to the Allocation Group a written 
objection to the decision under subdivision (b)(6). 

(5) If the decision of the AJle8fltieH Qreti!'Sales and Use Tax DWartment is that an 
error in distribution did occur, it will also mail a copy of its decision to any 
substantially affected district. Any such notified district may submit to the Allocation 
Group a written objection to the decision under subdivision (b)(6). 

(6) The petitioner or any notified district may appeal the decision of the AnellltieB 
G,ev,Sales and USS; Tax DePartment by submitting a written objection to the 
Allocation Group within 30 days of the date ofmailing ofthe Mle81l.eB 
(i,sv,'8Sales and UsS; Tax Droartment's decision, or within a period of extension 
authorized by subdivision (b )(91Q). Ifno such timely objection is SUbmitted, the 
decision of the Alh~81l.eH tdftH.Sales and Use Tax Department is final as to the 
petitioner and all notified districts. 

(7) If the petitioner or a notified district submits a timely written objection to the 
decision of the AUs@Il'ieH G.e\lf'Sales and Use Tax Droartment, the AlleelltieH 
Q.eltl'Sales and Use Tax Department will consider the objection and: issue a written 
supplemental decision to grant or deny the objection, including the basis for that 
decision. A copy ofthe supplemental decision will be mailed to the petitioner, to any 
notified district, and to any other district that is substantially affected by the 
supplemental decision. 

3 


http:Alh~81l.eH
http:Mlels.ss


(8) If the A1l88ati~1\ <i!iP8tt!Sales and Use Tax Department does not issue a 
supplemental decision within three months of the date it receives a written timely 
objection to the decision of the Jtll8i8ti88 <i!if8lt!Sales and Use Tax Department. the 
petitioner or any notified district may request that the ;\1Ie88888 Qp8¥Sales and Use 
Tax Department issue its supplemental decision without regard to the status of its 
investigation. Within 60 days ofreceiving such a request, the AUee8tiefl g,f8¥Sal~ 
IWd Use Tax Department will issue its supplemental decision based on the 
infonnation in its possession. 

(82) The petitioner or any notified district may appeal the supplemental decision of 
the AUee8tiol\ Gr€l~~ales and Use Tax Department by submitting a written objection 
under subdivision (c)(l) within 30 days of the date of mailing of that supplemental 
decision, or within a period ofextension authorized by subdivision (b )(910). If no 
such timely objection is submitted, the supplemental decision of the AHeeati81\ 
Gp8ttl'Saies and Use Tax Department is final as to the petitioner and all notified 
districts. 

(910) The petitioner or any notified district may request a 30-day extension to submit 
a written objection under subdivision (b)(6) or under subdivision (b)(82), as 
applicable. Such request must provide a reasonable explanation tor the requesting 
district's inability to submit its objection within 30 days, must be copied to all other 
districts to whom the Atle_isl\ G'8~Sa1es and Use Tax Department mailed a copy 
of its decision or supplemental decision (to the extent known by the requesting 
district), and must be received by the Allocation Group within 30 days of the date of 
mailing oftfl.81he Sales and Use Tax Departrnent'~ decision or supplemental decision. 
Within five days ofreceipt of the request, the Alle'88e8 GM\tI'Sales and Use Tax 
Department will mail notification to the petitioner and to all notified districts whether 
the request is granted or denied. If a timely request for an extension is submitted, the 
time for the petitioner and any notified district to file a written objection to the 
decision or supplemental decision of the AU88a881\ G'8lf;I'Sales and Use Tax 
Department is extended to 10 days after the mailing of the notice of whether the 
request is granted or denied. If the request is granted, the time for the petitioner and 
all notified districts to submit a written objection to the decision or supplemental 
decision of the A1I8e8ti88 Gr8t1fJSales and Use Tax Department is further extended to 
the 60th day after the date of mailing of the decision or supplemental decision. 

(c) Review by Appeals Division. 

(I) The petitioner or any notified district may appeal the supplemental decision of the 
AH88Sti81l Gf8~~ales and Use Tax Department by submitting a written objection to 
the Allocation Group within 30 days of the date of mailing of the A1l8e8ti88 
G'8tip'sSales and lise Tax Department's supplemental decision, or within a period of 
extension authorized by subdivision (b)(91 0). Such an objection must state the basis 
for the objecting district's disagreement with the supplemental decision and include 
all additional infonnation in its possession that supports its position. 
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(2) If a timely objection to Methe Sales wW Use Tax Department's supplemental 
decision is submitted, the Allocation Group will, within 30 days of receipt of the 
objection, prepare the file and forvvard it to the Appeals Division. The petitioner, all 
notified districts, any other district that would be substantially affected if the petition 
were granted, and the Sales and Use Tax Department will thereafter be mailed notice 
ofthe appeals conterence, which will generally be sent at least 45 days prior to the 
scheduled date of the conference. 

(A) Petitioner or any notified district may continue to discuss the dispute with 
staff of the Sales and Use Tax Department after the dispute is referred to the 
Appeals Division. If, as a result of such discussions or otherwise, the Sales and 
Use Tax Department decides the supplemental decision 8£.8 I'\1l88a88R ".8VI' 
was incorrect or that further investigation should be pursued, it shall so notify the 
Appeals Division, the petitioner, and all notified districts. 

(B) Ifthe Sales and Use Tax Department sends notice to the Appeals Division in 
accordance with the subdivision (c)(2)(A) no later than 30 days prior to the date 
scheduled for the appeals conference, the Appeals Division will suspend its 
review and the dispute will be returned to the Sales and Use Tax Department. The 
Sales and Use Tax Department will thereafter issue a second supplemental 
decision, or will return the dispute to the Appeals Division along with a report of 
its further investigation, if appropriate, for the review and decision of the Appeals 
Division. 

(C) If the Sales and Use Tax Department sends notice to the Appeals Division in 
accordance with subdivision (c)(2)(A) less than 30 days prior to the date 
scheduled for the appeals conference, the Appeals Division will decide whether 
the dispute should be returned to the Sales and Use Tax Department or remain 
with the Appeals Division, and notifY the parties accordingly. If the dispute is 
returned to the Sales and Use Tax Department, the Sales and Use Tax Department 
will thereafter issue a second supplemental decision. or will return the dispute to 
the Appeals Division along with a report of its further investigation, if 
appropriate, tor the review and decision of the Appeals Division. 

(D) Where the ~ales and Use Taik Department issues a second supplemental 
decisionin accordance with subdivision (c)(2)(B) or (c)(2)(C), it will send a copy 
of the decision to the petitioner, any notified district, and any other district that is 
substantially affected by the second supplemental decision, any of whom may 
appeal the second supplemental decision by submitting a written objection under 
subdivision (c)(1) within 30 days of the date ofmailing of that supplemental 
decision, or within a period of extension authorized by subdivision (b )(910). If no 
such timely objection is submitted, the second supplemental decision is final as to 
the petitioner and all notified districts. 

(3) The appeals conference is not an adversarial proceeding, but rather is an informal 
discussion where the petitioner, any notified districts who wish to participate, and the 
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Sales and Use Tax Department have the opportunity to explain their respective 
positions regarding the relevant facts and law to the Appeals Division conference 
holder. To make the conference most productive, each participant should submit all 
facts, law, argument, and other information in support of its position to the Appeals 
Division conference holder, and to the other participants, at least 15 days before the 
date of the appeals conference; however, relevant facts and arguments will be 
accepted at any time at or before the appeals conference. If, during the appeals 
conference, a participant requests permission to submit additional written arguments 
and documentary evidence, the conference holder may grant that participant H30 
days after the appeals conference, or 30 days ,vitA sl:lffieieatjl:lstifioatioR, to submit to 
the conference holder, with copies to all other participants, such additional arguments 
and evidence. Any other participant at the conference who is in opposition to the 
requesting participant on the issue(s) covered by the additional submission is allowed 
H30 days to submit to the conference holder, with copies to all other participants, 
arguments and evidence in response. No request by a participant for further time to 
submit additional arguments or evidence will be granted without the approval of the 
Assistant Chief Counsel of the Appeals Division or his or her designee. The Appeals 
Division on its own initiative may also request, at or after the appeals conference, 
further submissions from any participant. 

(4) Within 90 days after the final submission authorized by subdivision (c)(3), the 
Appeals Division will issue a written Decision and Recommendation (D&R) setting 
forth the applicable facts and law and the conclusions of the Appeals Division. The 
ChiefCounsel may allow up to 90 additional days to prepare the D&R upon request 
of the Appeals Division. Both the request and the Chief Counsel's response granting 
or denying the request tor additional time must be in writing and copies provided to 
the petitioner, all notified districts, and the Sales and Use Tax Department. A copy of 
the D&R will be mailed to the petitioner, to all notified districts, to any other district 
that will be substantially affected by the D&R, and to the Sales and Use Tax 
Department. 

(5) The petitioner or any notified district may appeal the D&R by submitting a written 
request for Board hearing Wlder subdivision (d)( I) within 60 days of the date of 
mailing ofthe D&R. 

(6) The petitioner, any notified district, or the Sales and Use Tax Department may 
also appeal the D&R, or any Supplemental D&R (SD&R), by submitting a written 
request for reconsideration (RFR) to the Appeals Division before expiration of the 
time during which a timely request tor Board hearing may be submitted, or if a Board 
hearing has been requested, prior to that hearing. If a district or the Sales and Use Tax 
Department submits an RFR before the time for requesting a Board hearing has 
expired, the Appeals Di vision will issue an SD&R to consider the request, after 
obtaining whatever additional information or arguments from the parties that it deems 
appropriate. lf an RFR is submitted after a district has requested a Board hearing, the 
Appeals Division will determine whether it should issue an SD&R in response. A 
copy of the SD&R issued under this subdivision or under subdivision (c)(7) will be
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mailed to the petitioner, to all notified districts, to any other district that will be 
substantially affected by the SD&R, and to the Sales and Use Tax Department. The 
petitioner or any notified district may appeal the SD&R by submitting a written 
request for Board hearing under subdivision (d)(l) within 60 days of the date of 
mailing of the SD&R. 

(7) Whether or not an RFR is submitted, at any time prior to the time the 
recommendation in the D&R or prior SD&R is acted on by the Sales and Use Tax 
Department as a final matter or the Board has held an oral hearing on the petition, the 
Appeals Division may issue an SD&R as it deems necessary to augment, clarify, or 
correct the information, analysis, or conclusions contained in the D&R or any prior 
SD&R. 

(8) Ifno RFR is submitted under subdivision (c)(6) or request for Board hearing 
under subdivision (d)(l) within 60 days of the date of mailing of the D&R or any 
SD&R, the D&R or SD&R as applicable is final as to the petitioner and all notified 
districts unless the Appeals Division issues an SD&R under subdivision (c)(7). 

(d) Review by Board. 

(1 ) The petitioner or any notified district may submit a written request for Board 
hearing if it does so to the Board Proceedings Division within 60 days of the date of 
mailing of the D&R or any SD&R. Such a request must state the basis for the 
district's disagreement with the D&R or SD&R as applicable and include all 
additional information in its possession that supports its position. 

(2) If the Board Proceedings Division receives a timely request for hearing under 
subdivision (d)( I), it will notify the Sales and Use Tax Department, the petitioner, 
any notified district, any other district that would be substantially affected if the 
petition were granted, and the taxpayer(s) whose distribution (or nondistribution) are 
the ,subject of the pt!tition, that the petition for redistribution ofdistrict tax is being 
scheduled for a Board hearing to determine the proper distribution. 

(3) The Sales and Use Tax Department, the petitioner, and all districts notified of the 
Board hearing pursuant to subdivision (d)(2) are parties and may participate in the 
Board hearing. The taxpayer is not a party to the Board hearing unless it chooses to 
actively participate in the hearing process by either filing a brief or making a 
presentation at the hearing. 

(4) Briefs may be submitted for the Board hearing in accordance with California 
Code of Regulations, title 18, sections 5270 and 5271. 

(5) To the extent not inconsistent with this regulation, the hearing will be conducted 
in accordance with Chapter 5 of the Board of Equalization Rules for Tax Appeals 
(Cal. Code Regs., tit. 18, § 5510, et seq.). The Board will apply the preponderance of 
evidence rules set forth in subdivision (b )(2) in reaching its decision and not the 
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burden of proof rules set forth in California Code of Regulations, title 18, section
5541. The Board's final decision on a petition for redistribution exhausts all 
administrative remedies on the matter for all districts. 

(e) Limitation Period for Redistributions. 

For redistributions where the date of knowledge is prior to January 1,2008, the standard 
three-year statute of limitations is applicable, based on the date of knowledge. For 
redistributions where the date of knowledge is on or after January 1,2008, redistributions 
shall not include amounts originally distributed earlier than two quarterly periods prior to 
the quarter of the date of knowledge. 

(f) Operative Date and Transition Rules. 

This regulation is intended to reduce the time required to decide the validity of 
redistribution petitions and otherwise improve the process for doing so. Regulation 1828 
was repealed and readopted in 2008. ~The readopted regulation is intended to have a 
neutral impact only on the current dispute over the continuing validity ofcertain petitions 
that ftfewere governed by prior Regulation 1828 (effective June 17,2004). 

(1) The operative date of this regulation as readopted in 2008 and any amendments 
thereto is the effective date it eeeemes effeeiive under Section 11343.4 of the 
Government Code (thirty days after it Res eees 8WfO¥etlapproval by the Office of 
Administrative Law and fOrwafdeeforwarding to the Secretary of State) and Hthere 
shalt ha¥ebe no retroactive effect. 

(2) Petitiofts files prior to tRe operative sate efthis regt:l:latioft,Notwithstanding 
subdivision (n,3), petitions shall be reviewed, appealed and decided in accordance 
with this regulation as to procedures occurring after tfiatits operative date or that of 
any amendments thereto. 

iliAll ~petitions filed prior to July 1,2004 and denied by Board Management 
must have perfected any access they may have had to a Board Member hearing no 
later than 60 days after the September 10, 2008, operative date of this regulation. 

Note: Authority cited: Section 7051, Revenue and Taxation Code. Reference: Section 
7270, Revenue and Taxation Code. 
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Reallocation of Local Tax, and, Regulation 1828, Petitions for Distribution or 
Redistribution of Transactions and Use Tax 

Bradley Heller, Tax Counsel, Legal Department, made introductory remarks 
requesting the adoption of proposed amendments to Regulation 1807, Petitions for Reallocation 
ofLocal Tax, and, Regulation 1828, Petitions for Distribution or Redistribution ofTransactions 
and Use Tax, with the changes authorized by the Board on November 15,2011 (Exhibit 12.6). 

Action: Upon motion of Ms. Vee, seconded by Ms. Steel and unanimously carried, 

Mr. Horton, Ms. Steel, Ms. Yee, Mr. Runner and Ms. Mandel voting yes, the Board adopted the 

changed version ofthe amendments to Regulations 1807 and 1828 as published in the IS-day file. 
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To Interested Parties 

California Code of Regulations, Title 18, 

Section 1807, Petitions/or Reallocation 0/Local Tax, and Section 1828, 

Petitions for Distribution or Redistribution 0/ Transactions and Use Tax 

On November 15, 2011, the State Board ofEqualization (Board) held a public hearing regarding 
the adoption of proposed amendments to California Code of Regulations, title 18, sections 
(Regulations) 1807, Petitions for Reallocation ofLocal Tax, and 1828, Petitions for Distribution 
or Redistribution o/Transactions and Use Tax. In response to a public comment, the Board 
directed staff to make the grammatical and sufficiently related changes to the original text of the 
proposed amendments to Regulations 1807 and 1828 described below and referred the proposed 
amendments to Regulations 1807 and 1828 to the fifteen-day file. 

The Informative Digest/Policy Statement included in the Notice of Proposed Regulatory Action 
for the proposed amendments to Regulations 1807 and 1828 published in the California Notice 
Register on September 23, 2011 (Cal. Reg. Notice Register 2011, No. 38-Z), explained that: 

Current Law 

Counties are authorized to adopt local sales and use tax ordinances in accordance 
with the provisions of the Bradley-Bums Uniform Local Sales and Use Tax Law 
(RTC § 7201), and all of California's counties have adopted ordinances under the 
terms of this law. Cities are authorized to adopt local sales and use tax 
ordinances in accordance with the Bradley-Bums Uniform Local Sales and Use 
Tax Law, and when a city adopts such an ordinance the city's tax is credited 
against its county's local sales and use tax. (RTC § 7202, subd. (h». Also, 
redevelopment agencies were authorized to adopt sales and use tax ordinances in 
accordance with the provisions of the Bradley-Bums Uniform Local Sales and 
Use Tax Law, prior to January 1, 1994, and there are still some redevelopment 
agencies' local sales and use taxes in effect. (RTC §§ 7202.6 and 7202.8.) A 
county's local sales and use tax ordinance may provide a credit for a 
redevelopment agency's local sales and use tax. (RTC § 7202.5.) 

The ordinance imposing a county's or city's local sales and use tax must include 
provisions identical to those of the Sales and Use Tax Law (RTC § 6001 et seq.) 

Item J1 
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with certain exceptions, which include the rate of tax and the substitution of the 
name of the county or city as the taxing agency in place of the state. (RTC §§ 
7202 and 7203.) Also, each county, city, and redevelopment agency is required to 
contract with the Board to have the Board perform all the functions related to the 
administration and operation of its local sales and use tax ordinance in 
conjunction with the Board's administration of the Sales and Use Tax Law. (RTC 
§§ 7202, subds. (d) and (h)(4), and 7204.3.) 

The Board is required to periodically transmit local sales and use taxes to the 
cities, counties, cities and counties, and redevelopment agencies Gurisdictions) for 
which they were collected. (RTC § 7204.) The Board may redistribute local 
taxes when there is an error (RTC §7209) and Regulation 1807 prescribes the 
procedures that apply when a jurisdiction files a petition requesting that the Board 
investigate a suspected misallocation of local sales and use tax. 

In addition, districts (cities, counties, cities and counties, and other governmental 
entities) are authorized to adopt district transactions (sales) and use tax ordinances 
in accordance with the Transactions and Use Tax Law. The ordinance imposing 
a district transactions and use tax must include provisions identical to those of the 
Sales and Use Tax Law with certain exceptions, which include the rate of tax and 
the substitution of the name of the district as the taxing agency in place of the 
state. (RTC §§ 7261 and 7262.) Also, each district is required to contract with 
the Board to have the Board perform all the functions related to the administration 
and operation of its district transactions and use tax ordinance in conjunction with 
the Board's administration of the Sales and Use Tax Law. (RTC § 7270.) 

The Board is required to periodically transmit transactions and use taxes to the 
districts for which they were collected. (RTC § 7271.) The Board may 
redistribute local taxes when there is an error (RTC § 7269) and Regulation 1828 
prescribes the procedures that apply when a district files a petition requesting that 
the Board investigate a suspected improper distribution or nondistribution of 
district transactions and use tax. 

Proposed Amendments to Regulations 1807 and 1828 

Regulations 1807 and 1828 were originally adopted in 2002. The original 2002 
versions of Regulations 1807 and 1828 were repealed and new versions of 
Regulations 1807 and 1828 were adopted in 2008 in order to streamline the 
Board's review ofjurisdictions' petitions requesting that the Board investigate 
suspected misallocations of local sales and use tax and districts' petitions 
requesting that the Board investigate suspected improper distributions or 
nondistributions ofdistrict transactions and use tax. During the Board's 
September 15, 2010, Business Taxes Committee meeting, Mr. Johan Klehs 
presented his suggestions to further improve the review processes prescribed by 
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opposing jurisdictions or districts 30 days, instead of 15 days, to file responses to 
post-conference submissions. Board staffs revised recommendation also 
recommended that both regulations be amended to clarify that the Board repealed 
the 2002 versions of the regulations and adopted new versions of the regulations 
in 2008, clarify the effect ofthe adoption of the 2008 regulations on petitions filed 
prior to January 1, 2003, and clarify that the 2008 regulations and the proposed 
2011 amendments to the 2008 regulations apply to procedures occurring after 
their effective dates and are not retroactive. 

Mr. Kelhs and the HdL Companies indicated that they agreed with Board staffs 
revised recommendation; however, MuniServices, LLC, requested two changes to 
staffs revised recommendation. First, MuniServices, LLC, suggested that the 
amendments to Regulations 1807 and 1828 allow a jurisdiction or district to 
request that the Board's Allocation Group issue its supplemental decision within 
30 days, instead of 60 days, after receiving such request. Second, MuniServices, 
LLC, suggested that the transition rules in Regulation 1807, subdivision (g), and 
Regulation 1828, subdivision (f), be revised to indicate that Regulations 1807 and 
1828 were amended, rather than repealed and readopted, in 2008. However, 
Board staff did not agree with MuniServices, LLC's suggested changes. 
Therefore, Board staff prepared an Informal Issue Paper dated August 10, 2011, 
containing Board staffs revised recommendation for how to best amend 
Regulations 1807 and 1828 and MuniServices, LLC's alternative to staffs revised 
recommendation, and submitted it to the Board for consideration during its 
August 23, 2011, Business Taxes Committee meeting. 

During the August 23,2011, Business Taxes Committee Meeting, Mr. Klehs 
expressed his support for Board staffs revised recommendation, Ms. Robin 
Sturdivant expressed the HdL Companies' support for staffs revised 
recommendation, and Ms. Christy Bouma expressed MuniServices, LLC's 
opinion that the amendments contained in staff s revised recommendation will 
improve Regulation 1807' s and Regulation 1828' s review processes. In addition, 
the Board agreed with Board staff's revised recommendation to amend Regulation 
1807, subdivision (g), and Regulation 1828, subdivision (f), to indicate that the 
regulations were repealed and readopted in 2008 because the amendments are 
consistent with the actual 2008 events and the regulations' history notes in the 
California Code ofRegulations. However, the Board noted that the Board's 
website incorrectly indicated that both regulations were substantially "amended" 
in 2008, not repealed and readopted, and that the language on the Board's website 
likely led to MuniServices, LLC's concerns about Board's staffs recommended 
amendments to Regulation 1807, subdivision (g), and Regulation 1828, 
subdivision (f), and the Board directed staff to correct the Board's website. 
Therefore, at the conclusion of the August 23, 2011, Business Taxes Committee 
meeting, the Board unanimously voted to authorize staff to begin the formal 
rulemaking process to adopt the amendments to Regulations 1807 and 1828 
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contained in staffs revised recommendation, as set forth in the Informal Issue 
Paper dated August 10, 2011. The objective ofthe proposed amendments is to 
improve Regulation 1807's and Regulation 1828's processes for reviewing 
jurisdictions' petitions requesting that the Board investigate suspected 
misallocations oflocal tax and districts' petitions requesting that the Board 
investigate suspected improper distributions or nondistributions of district tax. 

There are no comparable federal regulations or statutes to Regulations 1807 and 
1828. 

November 4, 2012, Public Comment 

On November 4,2012, Ms. Robin Sturdivant submitted written comments on behalf of the HdL 
Companies, which recommended that the Board revise the proposed amendments to Regulations 
1807 and 1828 to clarify that that Board's Sales and Use Tax Department, as a whole, rather than 
the Sales and Use Tax Department's Allocation Group, is responsible for: 

• 	 Reviewing petitions filed pursuant to both regulations; 
• 	 Issuing decisions to grant or deny petitions under subdivision (b )(2) ofboth regulations; 
• 	 Reviewing objections to its decisions issued under subdivision (b)(2) ofboth regulations; 
• 	 Issuing supplemental decisions in response to such objections under subdivision (b )(7) of 

both regulations; and 
• 	 Deciding whether to grant or deny requests for extensions under subdivision (b)(10) (as 

proposed to be renumbered) of both regulations. 

November 15, 2011, Public Hearing 

During the public hearing on November IS, 2011, the Board Members unanimously voted to 
authorize staff to make the changes to the original text of the proposed amendments to 
Regulations 1807 and 1828 that are necessary to clarify the regulations in the manner 
recommended by Ms. Sturdivant and directed staff to make the changes available to the public 
for an additional IS-day comment period as provided in Government Code section 11346.8, 
subdivision ( c). The objective of the proposed amendments to Regulations 1807 and 1828 is still 
to improve Regulation 1807' s and Regulation 1828's processes for reviewing jurisdictions' 
petitions requesting that the Board investigate suspected misallocations oflocal tax and districts' 
petitions requesting that the Board investigate suspected improper distributions or 
nondistributions of district tax. 

Changes to the Original Text 

In order to clarify the regulations in the manner recommended by Ms. Sturdivant, the Board has 
made the following changes to the original text of the proposed amendments to Regulations 1807 
and 1828: 
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• 	 Replaced the reference to the "Allocation Group" in the title to subdivision (b) of both 
regulations with a reference to the "Sales and Use Tax Department"; 

• 	 Replaced all ofthe references to the "Allocation Group" with references to the "Sales and 
Use Tax Department" in subdivision (b)(2), (3), (7), (8) (as proposed to be added), and 
(9) (as proposed to be renumbered) of both regulations; 

• 	 Replaced the first reference to the "Allocation Group" in subdivision (b)( 4) and (5) of 
both regulations with a reference to the "Sales and Use Tax Department"; 

• 	 Replaced the first and third references to the "Allocation Group" with references to the 
"Sales and Use Tax Department" and replaced the reference to the "Allocation Group's" 
decision with a reference to the "Sales and Use Tax Department's" decision in 
subdi vision (b)( 6) of both regulations; 

• 	 Replaced the first, third, fourth, and fifth references to the "Allocation Group" in 
subdivision (b)(10) (as proposed to be renumbered) of both regulations with references 
to the "Sales and Use Tax Department" and replaced the word "its" with "the Sales and 
Use Tax Department's" in the second sentence in subdivision (b)(10) (as proposed to be 
renumbered) ofboth regulations; 

• 	 Replaced the references to the "Allocation Group" and the "Allocation Group's" with 
references to the "Sales and Use Tax Department" and "Sales and Use Tax 
Department's," respectively, in subdivision (c)(1) of both regulations; 

• 	 Replaced the word "its" with "the Sales and Use Tax Department's" in the first sentence 
of subdivision (c)(2) ofboth regulations; and 

• 	 Deleted "of the Allocation Group" from subdivision (c)(2)(A) ofboth regulations. 

In addition, the Board also changed the original text of the proposed amendments to Regulations 
1807 and 1828 by adding "Sales and Use Tax" before the word "Department" throughout 
subdivision (c)(2)(B)-(D) and (7) ofboth regulations to ensure that both of the regulations 
consistently refer to the Board's Sales and Use Tax Department by its full name. 

Additional Comments Regarding Changes 

Enclosed are revised underscore and strikeout versions of the text of the proposed amendments 
to Regulations 1807 and 1828 with the additional changes authorized on November 15,2011, 
clearly indicated. The text proposed to be deleted from and added to the proposed amendments 
to Regulations 1807 and 1828 is shown in double strikeout and double underline, respectively. 

In accordance with Government Code section 11346.8, subdivision (c), the revised versions of 
the proposed amendments are being placed in the rulemaking file and mailed to interested parties 
who commented orally or in writing, or who asked to be informed of such revisions. If you wish 
to review the rulemaking file, it is available for your inspection at the State Board of 
Equalization, 450 N Street, Sacramento, CA 95814. 

The Board will discuss and may potentially adopt the revised versions of the proposed 
amendments to Regulations 1807 and 1828 during its December 14-15,2011, Board meeting in 
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Sacramento, California. The specific agenda for the December 14-15, 2011, Board meeting will 
be available on the Board's Website at www.boe.ca.gov at 5:00 p.m. on December 2,2011. 

Any interested person may appear during the Board's discussion of the revised versions of the 
proposed amendments to Regulations 1807 and 1828 during the December 14-15,2011, Board 
meeting and present or submit oral or written statements, arguments, or contentions regarding the 
adoption of the proposed amendments for the Board's consideration. In addition, any interested 
person may also submit written comments regarding the Board's proposed adoption of the 
revised versions of the proposed amendments to Regulations 1807 and 1828. The written 
comment period closes at 9:30 a.m. on December 14,2011, or as soon thereafter as the Board 
commences its discussion of the revised versions of the proposed amendments to Regulations 
1807 and 1828 during the December 14-15,2011, Board meeting. 

Written comments received by Mr. Rick Bennion, at the postal address, email address, or fax 
number provided below, prior to the close of the written comment period will be submitted to 
and considered by the Board before the Board decides whether to adopt the revised versions of 
the proposed amendments to Regulations 1807 and 1828. Furthermore, any written comments 
received prior to the end of the written comment period must be responded to in the final 
statement of reasons required by Government Code section 11346.9. 

Questions regarding the substance of the revised versions of the proposed amendments should be 
directed to Bradley M. Heller, Tax Counsel IV, by telephone at (916) 323-3091, bye-mail at 
Bradley.Heller@boe.ca.gov, or by mail at State Board of Equalization, Attn: Bradley M. Heller, 
MIC:82, 450 N Street, P.O. Box 942879, Sacramento, CA 94279-0082. 

Written comments for the Board's consideration, notice of intent to present testimony or 
witnesses at the December 14-15, 2011, Board meeting, inquiries concerning the proposed 
administrative action, and requests for notice of the December 14-15, 2011, Board meeting 
should be directed to Mr. Rick Bennion, Regulations Coordinator, by telephone at (916) 445
2130, by fax at (91 6) 324-3984 , bye-mail at Richard.Bennion@boe.ca.gov, or by mail at State 
Board of Equalization, Attn: Rick Bennion, MIC:80 1450 N Street, P.O. Box 942879, 
Sacramento, CA 94279-0080. 

Interested persons may also subscribe to receive notice of all the Board's meetings via email or 
the United States Postal Service on the Board's website at www.boe.ca.gov/agenda/ 

Sincerely, 

" 

'~,tZ/J ·tZl1cY>0 
Diane G. OOon, Chief 
Board Proceedings Division 

STATE BOARD OF EQUALIZATIONDGO: bmh:reb 

BOARD APPROVED J 
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Diane G, Olson, Chief ~ 
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Text of Proposed Amendments to 


California Code of Regulations, Title 18, Section 1807, 


Petitions for Reallocation ofLocal Tax 

Regulation 1807. Petitions for Reallocation of Local Tax. 

(a) Definitions. 

(1) Local Tax. "Local tax" means a local sales and use tax adopted pursuant to 
Revenue and Taxation Code section 7200, et seq., and administered by the Board. 

(2) Jurisdiction. "Jurisdiction" means any city, county, city and county, or 

redevelopment agency which has adopted a local tax. 


(3) Petition. "Petition" means a request or inquiry from a jurisdiction, other than a 
submission under Revenue and Taxation Code section 6066.3, for investigation of 
suspected misallocation oflocal tax submitted in writing to the Allocation Group of 
the Sales and Use Tax: Department. The petition must contain sufficient factual data 
to support the probability that local tax has been erroneously allocated and 
distributed. Sufficient factual data should include, for each business location being 
questioned: 

(A) Taxpayer name, including owner name and fictitious business name or dba 
(doing business as) designation. 

(B) Taxpayer's permit number or a notation stating "No Permit Number." 

(C) Complete business address of the taxpayer. 

(D) Complete description of taxpayer's business activity or activities. 

(E) Specific reasons and evidence why the taxpayer's allocation is questioned. If 
the petition alleges that a misallocation occurred because a sale location is 
unregistered, evidence that the questioned location is a selling location or that it is 
a place of business as defined by California Code ofRegulations, title 18, section 
1802. If the petition alleges that a misallocation occurred because the tax for a 
sale shipped from an out-of-state location was actually sales tax and not use tax, 
evidence that there was participation in the sale by an in-state office of the retailer 
and that title to the goods passed to the purchaser inside California. 

(F) Name, title, and telephone number of the contact person. 

(G) The tax reporting periods involved. 

"Petition" also includes an appeal by a jurisdiction from a notification from the Local 
Revenue Allocation Unit of the Sales and Use Tax Department that local taxes 
previously allocated to it were misallocated and will be reallocated. Such a 
jurisdiction may object to that notification by submitting a written petition to the 
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Allocation Group within 30 days of the date ofmailing of the notification or within a 
period of extension described below. The petition must include a copy of the 
notification and specify the reason the jurisdiction disputes it. If a jurisdiction does 
not submit such a petition within 30 days ofthe date of mailing ofthe notification, or 
within a period of extension, the notification of the Local Revenue Allocation Unit is 
final as to the jurisdiction so notified. 

The jurisdiction may request a 30-day extension to submit a written objection to a 
notification of misallocation from the Local Revenue Allocation Unit. Such request 
must provide a reasonable explanation for the requesting jurisdiction's inability to 
submit its objection within 30 days and must be received by the Local Revenue 
Allocation Unit within 30 days of the date ofmailing of its notification. Within five 
days of receipt of the request, the Local Revenue Allocation Unit will mail 
notification to the jurisdiction whether the request is granted or denied. If a timely 
request for an extension is submitted, the time for the jurisdiction to file a written 
objection is extended to 10 days after the mailing ofthe notice of whether the request 
is granted or denied. If the request is granted, the time for the jurisdiction to submit a 
written objection to the notification ofthe Local Revenue Allocation Unit is further 
extended to the 60th day after the date of mailing of the notification of misallocation. 

(4) Petitioner. "Petitioner" is a jurisdiction that has filed a valid petition pursuant to 
subdivision (a)(3). 

(5) Date of Knowledge. Unless an earlier date is operationally documented by the 
Board, "date of knowledge" is the date on which the Allocation Group receives a 
valid petition. Where a misallocation that is reasonably covered by the petition is 
confirmed based on additional facts or evidence supplied by the petitioner or 
otherwise learned as a direct result of investigating the petition, the date of knowledge 
is the date on which the Allocation Group received the petition. 

(6) Substantially Affected Jurisdiction. "Substantially affected jurisdiction" is a 
jurisdiction for which the decision on a petition would result in a decrease to its total 
allocation of 5 percent or more of its average quarterly allocation (generally 
determined with reference to the prior four calendar quarters) or of$50,000 or more, 
and includes a jurisdiction whose allocation will be decreased solely as the result of a 
reallocation from the statewide and applicable countywide pools. 

(7) Notified Jurisdiction. "Notified jurisdiction" is a jurisdiction that has been notified 
as a substantially affected jurisdiction. 

(b) Review by Sales and Use Tax DepartmentAlh~@atiell GFe~. 

(1) The Allocation Group will promptly acknowledge a submission intended as a 
petition. If the submission does not contain the elements identified in subdivision 
(a)(3), the original submission will be returned to the submitting jurisdiction. The 
jurisdiction will have 30 days from the date of the correspondence from the 
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Allocation Group requesting the missing information to make a supplemental 
submission. If the supplemental submission contains the necessary elements 
identified in subdivision (a)(3), then the date of receipt of the original submission will 
be regarded as the date ofknowledge. In the event that a submission is not perfected 
within this 30 day period, it will not qualify as a valid petition. 

(2) The All€l@atiEHl GF€lllpSales and Use Tax Department will review the petition and 
issue to the petitioner a written decision to grant or deny the petition, including the 
basis for that decision. The written decision will also note the date of knowledge, and 
ifother than the date the petition was received, will include the basis for that date. A 
reallocation will be made if the preponderance of evidence, whether provided by 
petitioner or obtained by Board staff as part of its investigation of the petition, shows 
that there was a misallocation. If the preponderance ofevidence does not show that a 
misallocation occurred, the petition will be denied. 

(3) If the All€l@ati€lA Gf8tlpSales and Use Tax Department does not issue a decision 
within six months of the date it receives a valid petition, the petitioner may request 
that the All€l@atisft Gf"r~Sales and Use Tax Department issue its decision without 
regard to the status of its investigation. Within 90 days of receiving such a request, 
the AU€I@ati€lft Gf€ltlpSales and Use Tax Department will issue its decision based on 
the information in its possession. 

(4) Ifthe decision of the Alh~@ati€lA Gfs~Sales and Use Tax Department is that the 
asserted misallocation did not occur and that the petition should be denied, in whole 
or in part, the petitioner may submit to the Allocation Group a written objection to the 
decision under subdivision (b)(6). 

(5) Ifthe decision of the All€l@at!€lft Gf€ltlpSales and Use Tax Department is that a 
misallocation did occur, it will also mail a copy of its decision to any substantially 
affected jurisdiction. Any such notified jurisdiction may submit to the Allocation 
Group a written objection to the decision under subdivision (b)(6). 

(6) The petitioner or any notified jurisdiction may appeal the decision of the 
Alls@atisA GfStlpSales and Use Tax Department by submitting a written objection to 
the Allocation Group within 30 days of the date of mailing of the All€l@ati€lft 
Gf€lllp'SSales and Use Tax Department's decision, or within a period of extension 
authorized by subdivision (b )(910). If no such timely objection is submitted, the 
decision of the AU€l8atisft Gf€ltlpSales and Use Tax Department is final as to the 
petitioner and all notified jurisdictions. 

(7) If the petitioner or a notified jurisdiction submits a timely written objection to the 
decision of the All88ati€lft GfstlpSales and Use Tax Department, the All€l@ati€lft 
~&llj~~~~~!d§;U~~l~'~<l!J-tlJ"¥p~,,t will consider the objection and issue a written 
supplemental decision to grant or deny the objection, including the basis for that 
decision. A copy of the supplemental decision will be mailed to the petitioner, to any 
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notified jurisdiction, and to any other jurisdiction that is substantially affected by the 
supplemental decision. 

(8) If the Alleeatieft Gretl}3Sales and Use Tax Department does not issue a 
supplemental decision within three months of the date it receives a written timely 
objection to the decision of the Alleeatieft GretmSales and Use Tax Department, the 
petitioner or any notified jurisdiction may request that the Alleeatieft CreM"Sales and 
Use Tax Department issue its supplemental decision without regard to the status of its 
investigation. Within 60 days of receiving such a request, the Alleeatieft CretmSales 
and Use Tax Department will issue its supplemental decision based on the 
information in its possession. 

(&.2.) The petitioner or any notified jurisdiction may appeal the supplemental decision 
of the Alleeatieft Cre~Sales and Use Tax Department by submitting a written 
objection under subdivision (c)( 1) within 30 days of the date ofmailing of that 
supplemental decision, or within a period of extension authorized by subdivision 
(b )(910). If no such timely objection is submitted, the supplemental decision of the 
Alleeatieft Cre~Sales and Use Tax Department is final as to the petitioner and all 
notified jurisdictions. 

(910) The petitioner or any notified jurisdiction may request a 30-day extension to 
submit a written objection under subdivision (b)( 6) or under subdivision (b )(&.2.), as 
applicable. Such request must provide a reasonable explanation for the requesting 
jurisdiction's inability to submit its objection within 30 days, must be copied to all 
other jurisdictions to whom the Alleeatieft Cre~Sales and Use Tax Department 
mailed a copy of its decision or supplemental decision (to the extent known by the 
requesting jurisdiction), and must be received by the Allocation Group within 30 days 
of the date ofmailing of itsthe Sales and Use Tax Department's decision or 
supplemental decision. Within five days of receipt of the request, the Alleeatieft 
~Sales and Use Tax Department will mail notification to the petitioner and to all 
notified jurisdictions whether the request is granted or denied. If a timely request for 
an extension is submitted, the time for the petitioner and any notified jurisdiction to 
file a written objection to the decision or supplemental decision of the Alleeatieft 
Cre~Sales and Use Tax Department is extended to 10 days after the mailing of the 
notice of whether the request is granted or denied. If the request is granted, the time 
for the petitioner and all notified jurisdictions to submit a written objection to the 
decision or supplemental decision of the Alleeatieft Cre~Sales and Use Tax 
Department is further extended to the 60th day after the date ofmailing of the 
decision or supplemental decision. 

(c) Review by Appeals Division. 

(1) The petitioner or any notified jurisdiction may appeal the supplemental decision 
of the Alleeatieft Cr8M~Sales and Use Tax Department by submitting a written 
objection to the Allocation Group within 30 days of the date ofmailing of the 
Alleeatieft Gre~'8Sales and Use Tax Department's supplemental decision, or within 
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a period of extension authorized by subdivision (b )(910). Such an objection must 
state the basis for the objecting jurisdiction's disagreement with the supplemental 
decision and include all additional infonnation in its possession that supports its 
position. 

(2) If a timely objection to supplemental 
decision is submitted, the Allocation Group will, within 30 days of receipt of the 
objection, prepare the file and forward it to the Appeals Division. The petitioner, all 
notified jurisdictions, any other jurisdiction that would be substantially affected if the 
petition were granted, and the Sales and Use Tax Department will thereafter be 
mailed notice ofthe appeals conference, which will generally be sent at least 45 days 
prior to the scheduled date of the conference. 

(A) Petitioner or any notified jurisdiction may continue to discuss the dispute with 
staff ofthe Sales and Use Tax Department after the dispute is referred to the 
Appeals Division. If, as a result of such discussions or otherwise, the Sales and 
Use Tax Department decides the supplemental decision @ftft8 AH€l@Mi€lft Gf€ltip 
was incorrect or that further investigation should be pursued, it shall so notify the 
Appeals Division, the petitioner, and all notified jurisdictions. 

(B) Ifthe Sales and Use Tax Department sends notice to the Appeals Division in 
accordance with the subdivision (c)(2)(A) no later than 30 days prior to the date 
scheduled for the appeals conference, the Appeals Division will suspend its 
review and the dispute will be returned to the The 
Sales and Use Tax Department will thereafter issue a second supplemental 
decision, or will return the dispute to the Appeals Division along with a report of 
its further investigation, if appropriate, for the review and decision of the Appeals 
Division. 

(C) If the Sales and Use Tax Department sends notice to the Appeals Division in 
accordance with subdivision (c)(2)(A) less than 30 days prior to the date 
scheduled for the appeals conference, the Appeals Division will decide whether 
the dispute should be returned to the Sales and Use Tax Department or remain 
with the Appeals Division, and notify the parties accordingly. If the dispute is 
returned to the Sales and Use Tax Department, the _~_~~~~_ 
will thereafter issue a second supplemental decision, or will return the dispute to 
the Appeals Division along with a report of its further investigation, if 
appropriate, for the review and decision of the Appeals Division. 

(D) Where the Sales and Use Tax Department issues a second supplemental 
decision in accordance with subdivision (c)(2)(B) or (c)(2)(C), it will send a copy 
of the decision to the petitioner, any notified jurisdiction, and any other 
jurisdiction that is substantially affected by the second supplemental decision, any 
ofwhom may appeal the second supplemental decision by submitting a written 
objection under subdivision (c)(l) within 30 days of the date of mailing of that 
supplemental decision, or within a period ofextension authorized by subdivision 
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(b )(910). Ifno such timely objection is submitted, the second supplemental 
decision is final as to the petitioner and all notified jurisdictions. 

(3) The appeals conference is not an adversarial proceeding, but rather is an informal 
discussion where the petitioner, any notified jurisdictions who wish to participate, and 
the Sales and Use Tax Department have the opportunity to explain their respective 
positions regarding the relevant facts and law to the Appeals Division conference 
holder. To make the conference most productive, each participant should submit all 
facts, law, argument, and other information in support of its position to the Appeals 
Division conference holder, and to the other participants, at least 15 days before the 
date of the appeals conference; however, relevant facts and arguments will be 
accepted at any time at or before the appeals conference. If, during the appeals 
conference, a participant requests permission to submit additional written arguments 
and documentary evidence, the conference holder may grant that participant H30 
days after the appeals conference, or 30 days v/ith sufficient justification, to submit to 
the conference holder, with copies to all other participants, such additional arguments 
and evidence. Any other participant at the conference who is in opposition to the 
requesting participant on the issue(s) covered by the additional submission is allowed 
H30 days to submit to the conference holder, with copies to all other participants, 
arguments and evidence in response. No request by a participant for further time to 
submit additional arguments or evidence will be granted without the approval of the 
Assistant ChiefCounsel of the Appeals Division or his or her designee. The Appeals 
Division on its own initiative may a1so request, at or after the appeals conference, 
further submissions from any participant. 

(4) Within 90 days after the final submission authorized by subdivision (c)(3), the 
Appeals Division will issue a written Decision and Recommendation (D&R) setting 
forth the applicable facts and law and the conclusions of the Appeals Division. The 
Chief Counsel may allow up to 90 additional days to prepare the D&R upon request 
of the Appeals Division. Both the request and the Chief Counsel's response granting 
or denying the request for additional time must be in writing and copies provided to 
the petitioner, all notified jurisdictions, and the Sales and Use Tax Department. A 
copy of the D&R will be mailed to the petitioner, to all notified jurisdictions, to any 
other jurisdiction that will be substantially affected by the D&R, and to the Sales and 
Use Tax Department. 

(5) The petitioner or any notified jurisdiction may appeal the D&R by submitting a 
written request for Board hearing under subdivision (d)(l) within 60 days ofthe date 
ofmailing of the D&R. 

(6) The petitioner, any notified jurisdiction, or the Sales and Use Tax Department 
may also appeal the D&R, or any Supplemental D&R (SD&R), by submitting a 
written request for reconsideration (RFR) to the Appeals Division before expiration 
of the time during which a timely request for Board hearing may be submitted, or if a 
Board hearing has been requested, prior to that hearing. If a jurisdiction or the Sales 
and Use Tax Department submits an RFR before the time for requesting a Board 
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hearing has expired, the Appeals Division will issue an SD&R to consider the 
request, after obtaining whatever additional infonnation or arguments from the parties 
that it deems appropriate. If an RFR is submitted after a jurisdiction has requested a 
Board hearing, the Appeals Division will detennine whether it should issue an SD&R 
in response. A copy ofthe SD&R issued under this subdivision or under subdivision 
(c)(7) will be mailed to the petitioner, to all notified jurisdictions, to any other 
jurisdiction that will be substantially affected by the SD&R, and to the Sales and Use 
Tax Department. The petitioner or any notified jurisdiction may appeal the SD&R by 
submitting a written request for Board hearing under subdivision (d)(l) within 60 
days of the date of mailing of the SD&R. 

(7) Whether or not an RFR is submitted, at any time prior to the time the 
recommendation in the D&R or prior SD&R is acted on by the Sales and Use Tax 
Department as a final matter or the Board has held an oral hearing on the petition, the 
Appeals Division may issue an SD&R as it deems necessary to augment, clarify, or 
correct the infonnation, analysis, or conclusions contained in the D&R or any prior 
SD&R. 

(8) If no RFR is submitted under subdivision (c)( 6) or request for Board hearing 
under subdivision (d)(1) within 60 days ofthe date of mailing ofthe D&R or any 
SD&R, the D&R or SD&R as applicable is final as to the petitioner and all notified 
jurisdictions unless the Appeals Division issues an SD&R under subdivision (c)(7). 

(d) Review by Board. 

(1) The petitioner or any notified jurisdiction may submit a written request for Board 
hearing ifit does so to the Board Proceedings Division within 60 days of the date of 
mailing of the D&R or any SD&R. Such a request must state the basis for the 
jurisdiction's disagreement with the D&R or SD&R as applicable and include all 
additional infonnation in its possession that supports its position. 

(2) Ifthe Board Proceedings Division receives a timely request for hearing under 
subdivision (d)(l), it will notify the Sales and Use Tax Department, the petitioner, 
any notified jurisdiction, any other jurisdiction that would be. substantially affected if 
the petition were granted, and the taxpayer(s) whose allocations are the subject ofthe 
petition, that the petition for reallocation oflocal tax is being scheduled for a Board 
hearing to detennine the proper allocation. 

(3) The Sales and Use Tax Department, the petitioner, and all jurisdictions notified of 
the Board hearing pursuant to subdivision (d)(2) are parties and may participate in the 
Board hearing. The taxpayer is not a party to the Board hearing unless it chooses to 
actively participate in the hearing process by either filing a brief or making a 
presentation at the hearing. 

(4) Briefs may be submitted for the Board hearing in accordance with California 
Code of Regulations, title 18, sections 5270 and 5271. 
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(5) To the extent not inconsistent with this regulation, the hearing will be conducted 
in accordance with Chapter 5 of the Board of Equalization Rules for Tax Appeals 
(Cal. Code Regs., tit. 18, § 5510, et seq.). The Board will apply the preponderance of 
evidence rules set forth in subdivision (b )(2) in reaching its decision and not the 
burden of proof rules set forth in California Code ofRegulations, title 18, section 
5541. The Board's final decision on a petition for reallocation exhausts all 
administrative remedies on the matter for all jurisdictions. 

(e) Limitation Period for Redistributions. Redistributions shall not include amounts 
originally distributed earlier than two quarterly periods prior to the quarter of the date of 
knowledge. 

(t) Application to Section 6066.3 Inquiries. 

The procedures set forth herein for submitting a petition for reallocation of local tax are 
separate from those applicable to a submission under Revenue and Taxation Code section 
6066.3. If a petition under the procedures set forth herein and a submission under section 
6066.3 are both filed for the same alleged improper distribution, only the earliest 
submission will be processed, with the date of knowledge established under the 
procedures applicable to that earliest submission. However, the procedures set forth in 
subdivisions (b), (c), and (d) also apply to appeals from reallocation determinations made 
under section 6066.3. 

(g) Operative Date and Transition Rules. 

This regulation is intended to reduce the time required to decide the validity of 
reallocation petitions and otherwise improve the process for doing so. Regulation 1807 
was repealed and readopted in 2008. ItThe readopted regulation is intended to have a 
neutral impact only on the current dispute over the continuing validity of certain petitions 
that arewere governed by prior Regulation 1807 (effective February 22, 2003). 

(1) The operative date of this regulation as readopted in 2008 and any amendments 
thereto is the effective date it beeomes effeetive under Section 11343.4 ofthe 
Government Code (thirty days after it has been approvedapproval by the Office of 
Administrative Law and forwardedforwarding to the Secretary of State) and itthere 
shall ha¥ebe no retroactive effect. 

(2) Petitions filed prior to the operative date of this regulation,Notwithstanding 
subdivision (g)(3), petitions shall be reviewed, appealed and decided in accordance 
with this regulation as to procedures occurring after thatits operative date or that of 
any amendments thereto. 

QlAll stlSh-petitions filed prior to January 1, 2003 and denied by Board Management 
must have perfected any access they may have had to a Board Member hearing no 
later than 60 days after the September 10, 2008, operative date of this regulation. 
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Note: Authority cited: Section 7051, Revenue and Taxation Code. Reference: Sections 
7209 and 7223, Revenue and Taxation Code. 
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Text of Proposed Amendments to 


California Code of Regulations, Title 18, Section 1828, 


Petitions/or Distribution or Redistribution o/Transactions and Use Tax 

Regulation 1828. Petitions for Distribution or Redistribution of Transactions and 
Use Tax. 

(a) Definitions. 

(1) District Tax. "District tax" means a transaction and use tax adopted pursuant to 
Revenue and Taxation Code section 7251, et seq., or pursuant to Revenue and 
Taxation Code section 7285, et seq., and administered by the Board. 

(2) District. "District" means any entity, including a city, county, city and county, or 
special taxing jurisdiction, which has adopted a district tax. 

(3) Petition. "Petition" means a request or inquiry from a district for investigation of 
suspected improper distribution or nondistribution of district tax submitted in writing 
to the Allocation Group of the Sales and Use Tax Department. The petition must 
contain sufficient factual data to support the probability that district tax has not been 
distributed or has been erroneously distributed. Sufficient factual data should include, 
for each business location being questioned: 

(A) Taxpayer name, including owner name and fictitious business name or dba 
(doing business as) designation. 

(B) Taxpayer's permit number or a notation stating "No Permit Number." 

(C) Complete business address ofthe taxpayer. 

(D) Complete description of taxpayer's business activity or activities. 

(E) Specific reasons and evidence why the distribution or nondistribution is 
questioned, identitying the delivery location or locations of the property the sales 
ofwhich are at issue. If the petition alleges that the subject transactions are 
subject to the district's use tax, evidence that the retailer is engaged in business in 
the district as provided in California Code of Regulations, title 18, section 1827, 
subdivision (c). 

(F) Name, title, and telephone number of the contact person. 

(G) The tax reporting periods involved. 

"Petition" also includes an appeal by a district from a notification from the Local 
Revenue Allocation Unit of the Sales and Use Tax Department that district taxes 
previously allocated to it were misallocated and will be reallocated. Such a district 
may object to that notification by submitting a written petition to the Allocation 
Group within 30 days of the date ofmailing of the notification or within a period of 



extension described below. The petition must include a copy of the notification and 
specify the reason the district disputes it. If a district does not submit such a petition 
within 30 days of the date of mailing of the notification, or within a period of 
extension, the notification of the Local Revenue Allocation Unit is final as to the 
district so notified. 

The district may request a 30-day extension to submit a written objection to a 
notification of misallocation from the Local Revenue Allocation Unit. Such a request 
must provide a reasonable explanation for the requesting district's inability to submit 
its objection within 30 days and must be received by the Local Revenue Allocation 
Unit within 30 days of the date of mailing of its notification. Within five days of 
receipt of the request, the Local Revenue Allocation Unit will mail notification to the 
district whether the request is granted or denied. If a timely request for extension is 
submitted, the time for the district to file a written objection is extended to 10 days 
after the mailing of the notice of whether the request is granted or denied. If the 
request is granted, the time for the district to submit a written objection to the 
notification of the Local Revenue Allocation Unit is further extended to the 60th day 
after the date of mailing of the notification of misallocation. 

(4) Petitioner. "Petitioner" is a district that has filed a valid petition pursuant to 
subdivision (a)(3). 

(5) Date oCKnowledge. Unless an earlier date is operationally documented by the 
Board, "date of knowledge" is the date on which the Allocation Group receives a 
valid petition. Where an error in distribution that is reasonably covered by the petition 
is confirmed based on additional facts or evidence supplied by the petitioner or 
otherwise learned as a direct result of investigating the petition, the date of knowledge 
is the date on which the Allocation Group received the petition. 

(6) Substantially Affected District. "Substantially affected district" is a district for 
which the decision on a petition would result in a decrease to its total distribution of 5 
percent or more of its average quarterly distribution (generally determined with 
reference to the prior four calendar quarters) or of $50,000 or more. 

(7) Notified District. "Notified district" is a district that has been notified as a 

substantially affected district. 


(b) Review by Sales and Use Tax DepartmentAlltH!lMi@1l Gf@NfI. 

(1) The Allocation Group will promptly acknowledge a submission intended as a 
petition. If the submission does not contain the elements identified in subdivision 
(a)(3), the original submission will be returned to the submitting jurisdiction. The 
jurisdiction will have 30 days from the date of the correspondence from the 
Allocation Group requesting the missing information to make a supplemental 
submission. If the supplemental submission contains the necessary elements 
identified in subdivision (a)C3), then the date of receipt of the original submission will 
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be regarded as the date of knowledge. In the event that a submission is not perfected 
within this 30 day period, it will not qualify as a valid petition. 

(2) The Alhil@ati€lft Gt=€l~Sales and Use Tax Department will review the petition and 
issue to the petitioner a written decision to grant or deny the petition, including the 
basis for that decision. The written decision will also note the date of knowledge, and 
if other than the date the petition was received, will include the basis for that date. A 
redistribution will be made if the preponderance of evidence, whether provided by 
petitioner or obtained by Board staff as part of its investigation of the petition, shows 
that there was an error in distribution. If the preponderance of evidence does not show 
that an error in distribution occurred, the petition will be denied. 

(3) If the All€l@ati€lft Gt=€l~Sales and Use Tax Department does not issue a decision 
within six months of the date it receives a valid petition, the petitioner may request 
that the All€l@ati€lft Gt=€ltl~Sales and Use Tax Department issue its decision without 
regard to the status of its investigation. Within 90 days of receiving such a request, 
the All€l@ati€lft Gt=€l~Sales and Use Tax Department will issue its decision based on 
the information in its possession. 

(4) If the decision ofthe All€l@ati€lft Gt=€l~Sales and Use Tax Department is that the 
asserted error in distribution did not occur and that the petition should be denied, in 
whole or in part, the petitioner may submit to the Allocation Group a written 
objection to the decision under subdivision (b)(6). 

(5) Ifthe decision of the All€l@ati€lft Gt=€l~Sales and Use Tax Department is that an 
error in distribution did occur, it will also mail a copy of its decision to any 
substantially affected district. Any such notified district may submit to the Allocation 
Group a written objection to the decision under subdivision (b)(6). 

(6) The petitioner or any notified district may appeal the decision ofthe All€l@ati€lft 
Gt=€l~Sales and Use Tax Department by submitting a written objection to the 
Allocation Group within 30 days of the date of mailing of the All€l@ati€lft 
Gt=€l~'8Sales and Use Tax Department's decision, or within a period of extension 
authorized by subdivision (b)(91 0). Ifno such timely objection is submitted, the 
decision of the All€l@ati€lft Gt=€l~Sales and Use Tax Department is final as to the 
petitioner and all notified districts. 

(7) Ifthe petitioner or a notified district submits a timely written objection to the 
decision of the All€l@ati€lft Gt=€l~Sales and Use Tax Department, the All€l@ati€lft 
Gt=€l~Sales and Use Tax Department will consider the objection and issue a written 
supplemental decision to grant or deny the objection, including the basis for that 
decision. A copy ofthe supplemental decision will be mailed to the petitioner, to any 
notified district, and to any other district that is substantially affected by the 
supplemental decision. 
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(8) If the All€H.Utti@ft Gf~H:mSales and Use Tax Department does not issue a 
supplemental decision within three months of the date it receives a written timely 
objection to the decision of the AU@@8ti8ft Gf@wSales and Use Tax Department, the 
petitioner or any notified district may request that the All@@&ti8ft G'8t:tpSales and Use 
Tax Department issue its supplemental decision without regard to the status of its 
investigation. Within 60 days ofreceiving such a request, the Alh~@&ti@ft G'@tif!Sales 
and Use Tax Department will issue its supplemental decision based on the 
information in its possession. 

(&2) The petitioner or any notified district may appeal the supplemental decision of 
the AU8@&ti8ft Gf8tif'Sales and Use Tax Department by submitting a written objection 
under subdivision (c)(1) within 30 days ofthe date of mailing of that supplemental 
decision, or within a period of extension authorized by subdivision (b )(910). If no 
such timely objection is submitted, the supplemental decision ofthe All€!@8ti8ft 
~Sales and Use Tax Department is final as to the petitioner and all notified 
districts. 

(910) The petitioner or any notified district may request a 30-day extension to submit 
a written objection under subdivision (b)(6) or under subdivision (b)(&2), as 
applicable. Such request must provide a reasonable explanation for the requesting 
district's inability to submit its objection within 30 days, must be copied to all other 
districts to whom the AlI8@&ti8ft Gf8ti~Sales and Use Tax Department mailed a copy 
of its decision or supplemental decision (to the extent known by the requesting 
district), and must be received by the Allocation Group within 30 days of the date of 
mailing decision or supplemental decision. 
Within five days ofreceipt of the request, the AlhH!&ti@ft G'8~Sales and Use Tax 
Department will mail notification to the petitioner and to all notified districts whether 
the request is granted or denied. If a timely request for an extension is submitted, the 
time for the petitioner and any notified district to file a written objection to the 
decision or supplemental decision of the A:lh~)@8ti@ft Gf@tif'Sales and Use Tax 
Department is extended to 10 days after the mailing of the notice of whether the 
request is granted or denied. If the request is granted, the time for the petitioner and 
all notified districts to submit a written objection to the decision or supplemental 
decision of the AH@@8ti8ft (;ir8~Sales and Use Tax Department is further extended to 
the 60th day after the date of mailing of the decision or supplemental decision. 

(c) Review by Appeals Division. 

(1) The petitioner or any notified district may appeal the supplemental decision of the 
A1l8@&ti€!ft Gn~tipSales and Use Tax Department by submitting a written objection to 
the Allocation Group within 30 days of the date of mailing of the All@@&ti@ft 
G,@ti~'8Sales and Use Tax Department's supplemental decision, or within a period of 
extension authorized by subdivision (b )(910). Such an objection must state the basis 
for the objecting district's disagreement with the supplemental decision and include 
all additional information in its possession that supports its position. 
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(2) If a timely objection to itsthe Sales and Use Tax Department's supplemental 
decision is submitted, the Allocation Group will, within 30 days of receipt of the 
objection, prepare the file and forward it to the Appeals Division. The petitioner, all 
notified districts, any other district that would be substantially affected if the petition 
were granted, and the Sales and Use Tax Department will thereafter be mailed notice 
of the appeals conference, which will generally be sent at least 45 days prior to the 
scheduled date of the conference. 

(A) Petitioner or any notified district may continue to discuss the dispute with 
staff of the Sales and Use Tax Department after the dispute is referred to the 
Appeals Division. If, as a result of such discussions or otherwise, the Sales and 
Use Tax Department decides the supplemental decision €lftft~ AlhH;l8tiBft Gf€lllP 
was incorrect or that further investigation should be pursued, it shall so notify the 
Appeals Division, the petitioner, and all notified districts. 

(B) Ifthe Sales and Use Tax Department sends notice to the Appeals Division in 
accordance with the subdivision (c)(2)(A) no later than 30 days prior to the date 
scheduled for the appeals conference, the Appeals Division will suspend its 
review and the dispute will be returned to the Sales and Use Tax Department. The 
Sales and Use Tax Department will thereafter issue a second supplemental 
decision, or will return the dispute to the Appeals Division along with a report of 
its further investigation, if appropriate, for the review and decision of the Appeals 
Division. 

(C) Ifthe Sales and Use Tax Department sends notice to the Appeals Division in 
accordance with subdivision (c)(2)(A) less than 30 days prior to the date 
scheduled for the appeals conference, the Appeals Division will decide whether 
the dispute should be returned to the Sales and Use Tax Department or remain 
with the Appeals Division, and notify the parties accordingly. Ifthe dispute is 
returned to the Sales and Use Tax Department, the Sales and Use Tax Department 
will thereafter issue a second supplemental decision, or will return the dispute to 
the Appeals Division along with a report of its further investigation, if 
appropriate, for the review and decision of the Appeals Division. 

(D) Where the Sales and Use Tax Department issues a second supplemental 
decision in accordance with subdivision (c)(2)(B) or (c)(2)(C), it will send a copy 
of the decision to the petitioner, any notified district, and any other district that is 
substantially affected by the second supplemental decision, any of whom may 
appeal the second supplemental decision by submitting a written objection under 
subdivision (c)(l) within 30 days of the date of mailing of that supplemental 
decision, or within a period of extension authorized by subdivision (b)(910). If no 
such timely objection is submitted, the second supplemental decision is final as to 
the petitioner and all notified districts. 

(3) The appeals conference is not an adversarial proceeding, but rather is an informal 
discussion where the petitioner, any notified districts who wish to participate, and the 
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Sales and Use Tax Department have the opportunity to explain their respective 
positions regarding the relevant facts and law to the Appeals Division conference 
holder. To make the conference most productive, each participant should submit all 
facts, law, argument, and other information in support of its position to the Appeals 
Division conference holder, and to the other participants, at least 15 days before the 
date of the appeals conference; however, relevant facts and arguments will be 
accepted at any time at or before the appeals conference. If, during the appeals 
conference, a participant requests permission to submit additional written arguments 
and documentary evidence, the conference holder may grant that participant B30 
days after the appeals conference, or 30 days with sufficient justification, to submit to 
the conference holder, with copies to all other participants, such additional arguments 
and evidence. Any other participant at the conference who is in opposition to the 
requesting participant on the issue(s) covered by the additional submission is allowed 
B30 days to submit to the conference holder, with copies to all other participants, 
arguments and evidence in response. No request by a participant for further time to 
submit additional arguments or evidence will be granted without the approval of the 
Assistant Chief Counsel of the Appeals Division or his or her designee. The Appeals 
Division on its own initiative may also request, at or after the appeals conference, 
further submissions from any participant. 

(4) Within 90 days after the final submission authorized by subdivision (c)(3), the 
Appeals Division will issue a written Decision and Recommendation (D&R) setting 
forth the applicable facts and law and the conclusions ofthe Appeals Division. The 
Chief Counsel may allow up to 90 additional days to prepare the D&R upon request 
of the Appeals Division. Both the request and the Chief Counsel's response granting 
or denying the request for additional time must be in writing and copies provided to 
the petitioner, all notified districts, and the Sales and Use Tax Department. A copy of 
the D&R will be mailed to the petitioner, to all notified districts, to any other district 
that will be substantially affected by the D&R, and to the Sales and Use Tax 
Department. 

(5) The petitioner or any notified district may appeal the D&R by submitting a written 
request for Board hearing under subdivision (d)(l) within 60 days ofthe date of 
mailing of the D&R. 

(6) The petitioner, any notified district, or the Sales and Use Tax Department may 
also appeal the D&R, or any Supplemental D&R (SD&R), by submitting a written 
request for reconsideration (RFR) to the Appeals Division before expiration of the 
time during which a timely request for Board hearing may be submitted, or if a Board 
hearing has been requested, prior to that hearing. If a district or the Sales and Use Tax 
Department submits an RFR before the time for requesting a Board hearing has 
expired, the Appeals Division will issue an SD&R to consider the request, after 
obtaining whatever additional information or arguments from the parties that it deems 
appropriate. If an RFR is submitted after a district has requested a Board hearing, the 
Appeals Division will determine whether it should issue an SD&R in response. A 
copy of the SD&R issued under this subdivision or under subdivision (c)(7) will be 
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mailed to the petitioner, to all notified districts, to any other district that will be 
substantially affected by the SD&R, and to the Sales and Use Tax Department. The 
petitioner or any notified district may appeal the SD&R by submitting a written 
request for Board hearing under subdivision (d)(l) within 60 days of the date of 
mailing of the SD&R. 

(7) Whether or not an RFR is submitted, at any time prior to the time the 
recommendation in the D&R or prior SD&R is acted on by the Sales and Use Tax 
Department as a final matter or the Board has held an oral hearing on the petition, the 
Appeals Division may issue an SD&R as it deems necessary to augment, clarify, or 
correct the information, analysis, or conclusions contained in the D&R or any prior 
SD&R. 

(8) If no RFR is submitted under subdivision (c)(6) or request for Board hearing 
under subdivision (d)(l) within 60 days of the date ofmailing of the D&R or any 
SD&R, the D&R or SD&R as applicable is final as to the petitioner and all notified 
districts unless the Appeals Division issues an SD&R under subdivision (c)(7). 

(d) Review by Board. 

(1) The petitioner or any notified district may submit a written request for Board 
hearing if it does so to the Board Proceedings Division within 60 days of the date of 
mailing of the D&R or any SD&R. Such a request must state the basis for the 
district's disagreement with the D&R or SD&R as applicable and include all 
additional information in its possession that supports its position. 

(2) If the Board Proceedings Division receives a timely request for hearing under 
subdivision (d)(1), it will notify the Sales and Use Tax Department, the petitioner, 
any notified district, any other district that would be substantially affected if the 
petition were granted, and the taxpayer(s) whose distribution (or nondistribution) are 
the ,subject of the petition, that the petition for redistribution of district tax is being 
scheduled for a Board hearing to determine the proper distribution. 

(3) The Sales and Use Tax Department, the petitioner, and all districts notified of the 
Board hearing pursuant to subdivision (d)(2) are parties and may participate in the 
Board hearing. The taxpayer is not a party to the Board hearing unless it chooses to 
actively participate in the hearing process by either filing a brief or making a 
presentation at the hearing. 

(4) Briefs may be submitted for the Board hearing in accordance with California 
Code of Regulations, title 18, sections 5270 and 5271. 

(5) To the extent not inconsistent with this regulation, the hearing will be conducted 
in accordance with Chapter 5 of the Board of Equalization Rules for Tax Appeals 
(CaL Code Regs., tit. 18, § 5510, et seq.). The Board will apply the preponderance of 
evidence rules set forth in subdivision (b )(2) in reaching its decision and not the 
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burden ofproof rules set forth in California Code of Regulations, title 18, section 
5541. The Board's final decision on a petition for redistribution exhausts all 
administrative remedies on the matter for all districts. 

(e) Limitation Period for Redistributions. 

For redistributions where the date of knowledge is prior to January 1,2008, the standard 
three~year statute oflimitations is applicable, based on the date ofknowledge. For 
redistributions where the date of knowledge is on or after January 1, 2008, redistributions 
shall not include amounts originally distributed earlier than two quarterly periods prior to 
the quarter of the date of knowledge. 

(1) Operative Date and Transition Rules. 

This regulation is intended to reduce the time required to decide the validity of 
redistribution petitions and otherwise improve the process for doing so. Regulation 1828 
was repealed and readopted in 2008. RThe readopted regulation is intended to have a 
neutral impact only on the current dispute over the continuing validity of certain petitions 
that arewere governed by prior Regulation 1828 (effective June 17,2004). 

(1) The operative date of this regulation as readopted in 2008 and any amendments 
thereto is the effective date it beeomes effeeti'le under Section 11343.4 of the 
Government Code (thirty days after it has beeR approvedapproval by the Office of 
Administrative Law and furwardedforwarding to the Secretary of State) and itthere 
shall ha¥ebe no retroactive effect. 

(2) Petitions filed prior to the operative date of this regulation,Notwithstanding 
subdivision (0(3), petitions shall be reviewed, appealed and decided in accordance 
with this regulation as to procedures occurring after thatits operative date or that of 
any amendments thereto. 

mAll Sl:::l6h-petitions filed prior to July 1, 2004 and denied by Board Management 
must have perfected any access they may have had to a Board Member hearing no 
later than 60 days after the September 10, 2008, operative date of this regulation. 

Note: Authority cited: Section 7051, Revenue and Taxation Code. Reference: Section 
7270, Revenue and Taxation Code. 
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Regulation History 

Type of Regulation: Sales and Use Tax 

Regulations: 1807 and 1828 

Title: 1807, Petitions for Reallocation ofLocal Tax, 

and 1828, Petitions for Distribution or Redistribution of Transactions and Use Tax 

Preparation: Brad Heller 
Legal Contact: Brad Heller 

Board proposes to amend Regulation 1807, Petitions for Reallocation ofLocal Tax, 
and Regulation 1828, Petitions for Distribution or Redistribution of Transactions and 
Use Tax, to clarify the Board's review of local sales and use tax and district 
transactions and use tax petitions. 

History of Proposed Regulation: 

December 15,2011 Chief Counsel Matters - Board to consider the 
adoption of revised language. 

November 29,2011 15-day public comment period begins. 
November 28, 2011 15-day letter and revised text mailed to Interested 

Parties. 
November 15, 2011 Board approved revised text and referred the regulation 

to the 15-day file. (Vote 5-0) 
November 15,2011 Public Hearing 
September 23, 2011 OAL publication date; 45-day public comment period begins; 

Interested Parties mailing 
September 13,2011 Notice to OAL 
August 23, 2011 Business Tax Committee, Board Authorized Publication 

(Vote 5-0) 

Sponsor: NA 
Support: NA 
Oppose: NA 
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450 N STREET 

SACRAMENTO I CALIFORNIA 

DECEMBER 15 1 2011 

- - -000 - 

MR. HORTON: Ms. Olson? 

MS. OLSON: Our next item is J1 1 Proposed 

Adoption of Amendments to Regulation 1807 1 Petitions for 

Reallocation of Local Tax, and Regulation 1828 1 

petitions for Distribution or Redistributions of 

Transactions and Use Tax. 

MR. HORTON: Mr. Heller l how are you today? 


MR. HELLER: I'm very good. 


How are you Chairman Horton?
l 

MR. HORTON: Good. Welcome to the Board. 

MR. HELLER: Thank you. 

MR. HORTON: We look forward to your 

presentation. 

MR. HELLER: Thank you again. 

I'm Bradley Heller l I'm here on behalf of the 

Board's Legal Department. And I'm here to request that 

the Board adopt the proposed amendments to 

Regulation 1807, Petitions for Reallocation of Local 

TaxI and Regulation 1828 1 Petitions for Distributions or 

Redistribution of Transactions and Use Tax. 

MR. HORTON: And why should we do that? 

MR. HELLER: Well, the staff has worked with 

the interested parties to improve the Board's review of 

both types of petitions and we think that the proposed 

Electronically signed by Juli Jackson (001-065-206-4972) 4fa7 eS9S-0Sae-41 Oc-aOff-1 c6bc24cbb96 
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amendments will basically improve the efficiency of our 

review process. 

And I also wanted to mention that the proposed 

amendments include the substantially-related changes 

that the Board approved in November, and also some minor 

grammatical changes to make sure that the regulations 

both refer to the Sales and Use Tax Department 

consistently throughout both regulations. 

MR. HORTON: Anyone in the audience wish to 

speak on this? 

Hearing none, please continue? 

MR. HELLER: I'm just going to add that if 

there's any questions I can help answer, otherwise we 

just -- staff would request that Board adopt the 

proposed amendments. 

MS. YEE: I'll move adoption, Mr. Chairman. 

MR. HORTON: Moved by Member Yee to adopt as 

proposed. 

Second by Member Steel. 

Objection? Hearing none, thank you very much, 

sir. 

MR. HELLER: Thank you. 

---000--
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I, JULI PRICE JACKSON, Hearing Reporter for the 

california State Board of Equalization certify that on 

DECEMBER 15, 2011 I recorded verbatim, in shorthand, to 

the best of my ability, the proceedings in the 

above-entitled hearing; that I transcribed the shorthand 

writing into typewriting; and that the preceding pages 1 
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transcription of the shorthand writing. 
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Hearing Reporter 
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